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THE RADIO COMMUNICATION OF 
WAR NEWS IN GERMANY’ 


BY HANS SPEIER 


A DISCUSSION of the communication of war news to a wide public 
should be based on an understanding of two facts. First, modern 
battles cannot be observed by eyewitnesses: small segments of the 
fighting can be seen, but the battle as a whole is remote since it 
evades visual perception. This fact, which is inherent in modern 
war, influences the character of the news which noncombatants 
receive. It is a factor which remains constant on a given level of 
technology, whatever may be the propagandistic implications of 
the news policy. 

In earlier wars also there were times when soldiers and even 
commanders were unable to perceive the progress of battle. His- 
tory abounds in cases in which “the fortunes of war” was but an- 
other name for the inability to observe properly what was actually 
happening on the battlefield. But with the industrialization of 
warfare the possibility of immediately perceiving the progress of 
a battle has vanished entirely, although improvement of the in- 
struments of observation, reconnaissance and communication has 
enabled experts to follow the complex events and comprehend 
them more or less fully. The Comte de Paris wrote in his history 
of the American Civil War that “the electric and aerial telegraphs, 


1 Paper read at the Annual Institute of the Society for Social Research at the Uni- 
versity of Chicago, August 16, 1941. 

2See the many instances in Machiavelli’s Discorsi, III, 18. Tolstoy’s War and 
Peace contains the most illuminating treatment of this aspect of war. Sea battles in 
the Napoleonic period still had a simpler structure than land battles: see Admiral 
Villeneuve’s Trafalgar dispatch in Edward Fraser, The Enemy at Trafalgar (New 
York 1906) p. 129. The last major encounter on land in which it was still possible 
to observe the battle as a whole from a commanding height was the battle at Sedan 
in 1870: see the various eyewitness accounts taken from contemporary newspapers 
in H. Allnutt, Historical Diary of the War between France and Germany 1870-1; 
F. Lauriston Bullard, Famous War Correspondents (Boston 1914); Alfred Vagts, 
“Battle Scenes and Picture Politics” in Military Affairs, vol. 5, no. 2 (Summer 1941). 
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the balloons, and other engines of that description should cer- 
tainly not be despised; but they are fatal boons to the general 
whom they keep inside his tent at a moment when nothing can 
replace the coup-d’oeil of the master and the presence of the chief 
among his soldiers.’’* Half a century later, Ludendorff remarked 
in reference to his own experience in the World War that the 
strategic and tactical situation could sometimes be understood 
more accurately in the office than at the front.* 

The modern battlefield is empty. Manoeuvering and fighting ex- 
tend over vast areas, into high altitudes and over long periods of 
time. The horizon of battle areas is far wider than the visual 
horizon of the best equipped reporter. Eyewitness accounts have 
no relation to the battle or the campaign as a whole. Such accounts, 
and photographs and newsreels, show us only disconnected pieces 
of a process which defies immediate perception and pictorial rep- 
resentation. Reports of a campaign, a battle or a day of fighting 
do not describe events which have been seen by an observer or 
participant. They are retrospective, summary reports on a high 
level of abstraction, prepared by experts who do not look at 
battle scenes, but at maps and figures and words in reports on a 
somewhat lower level of abstraction. 

Thus we arrive at the second basic fact: modern warfare is not 
only remote but also highly complicated. It can be understood 
fully only by well trained experts. Yet reports on the progress 
of the war must be given to a lay public. The reports must arrest 
attention and must be intelligible, especially if military successes 
are to be communicated. This is difficult in modern war. 

The methods used in the German radio broadcasts® in attempt- 
ing to communicate the remote and complicated facts of the war 
to the population at home are the result of psychological delibera- 


3 The Comte de Paris, History of the Civil War in America (Philadelphia 1875) 
vol. 1, p. 283. 

* Erich Ludendorff, Meine Kriegserinnerungen 1914-1918 (3rd ed., Berlin 1919) p. 17. 
5 All illustrations in the material which follows pertain to the campaign on the 
western front, May 10 to June 25, 1940. If not otherwise indicated, the quotations 
are from broadcasts transmitted from Deutschlandsender. For a statement on sources 


see footnote 31. 
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tions and of critical reflection on the shortcomings of the practices 
followed by the Germans in the last war. Hadamowski, one of the 
leading Nazi propagandists, thus criticized the communiques of 
the last war: “Since we had to report on a front line of about 2400 
km. in length, while the English . . . had sometimes a line only 
135 km. long, the summarizing necessary in the German reports 
naturally resulted in an absolute prosiness, in a cold matter-of-fact 
manner of presentation. Therefore the reports were completely 
colorless, characterless, thoroughly unsoldierly. ... Our com- 
muniques with their persistent systematic formulas, from which 
Remarque later selected a book title, were simply boring, and they 
killed all interest in the conduct of the war.’® An analysis of the 
communiques now issued by the German High Command shows 
significant differences from those of the first World War. In addi- 
tion, new types of communication are being used. 

From the point of view of home consumption, communications 
dealing with the military side of the war serve various ends. They 
arrest attention (more or less); they inform the public (more or 
less accurately and more or less fully) of what has happened, with- 
out revealing military secrets to the enemy; they render the news 
intelligible (to that part of the public which cares to understand 
military news more fully); they enable noncombatants to partici- 
pate vicariously in (selected) experiences of the soldiers; they 
appeal directly to the people at home and to soldiers in order to 
maintain morale; and they refute unfavorable enemy claims. 

Direct appeal and refutation of enemy claims are more important 
in situations of defeat and uncertainty than in situations of suc- 
cess, when the news carries a strong appeal of its own.” Vicarious 


® E. Hadamowski, Propaganda und Nationale Macht (Berlin 1933) pp. 126-27. 
The “situation” is of course defined not only by objective facts and events, such 
as the positions and accomplishments of the armed forces, the food supply and the 
like, but also by the predispositions of the public to which the communications are 
directed. Thus, at the beginning of the campaign in the west, the social-psychological 
situation was less favorable than the “objective” situation, because of apprehensions 
that the “miracle of the Marne” might repeat itself. German propaganda at home 
was therefore relatively more defensive than would have been indicated by the 
course of military events. 
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participation in the experiences of the soldiers is facilitated when til 
the communication clings to the level of perception, so that of 
fighting, if not the war, can be seen and heard—a professed aim til 
of Nazi propaganda. It is also facilitated when the action is com- pt 
municated while it is happening, and in personalized form rather sic 
than in a retrospective, depersonalized, “characterless” report. 
Goebbels is of the opinion that large masses of the population m: 
should be enabled to participate in important events.’ Newsreels of on 
the war are advertised in the same spirit. A German radio commen- 
tator once remarked about the latest newsreel that “even the int 
cinema-goers tremble when they witness the effects of our heavy an 
artillery.” (June 8, 1940.) Again, it was said of the radio broadcasts: an 
‘“‘Nowadays, when fanfares of ‘We Sail against England’ are oc 
heard, everybody rushes to the loudspeaker to hear the latest Hi 
report of victory. . . . More than a hundred years ago similar (5) 
fanfares announced the result of battles and victories, but of qu 
course not by wireless. . . . During the World War special an- 
nouncements appeared in special issues of the papers and were mz 
put in the windows of newspaper offices. Today for the first time reg 
German people are able directly to experience events at the front ex) 
through the communiques, special announcements and front ; 
reports, and all this by wireless. At home and at work we witness be: 
the handing over of towns and fortresses. We hear accounts of 
heroism from the mouth of the soldier at the front.’’ (May 25, Fu 
1940.) Communiques and special announcements do not, of course, na 
enable the listener to ‘‘witness’” the fighting at the front. Unlike be; 
eyewitness accounts and interviews of soldiers, they do not cling on 
to the level of perception; although, indeed, the communication tar 
value of the front reports consists in their concreteness and in 
immediacy. 
The various types of communications of war news can be dis- 91 
8 See Hans Speier, “Magic Geography” in Social Research, vol. 8, no. 3 (September - 
1941) p. 330. See also the remark by Will Irwin, “. . . ten human beings see with dro| 
the eye to one who sees with the mind,” in Propaganda and the News (New York by | 
1936) p. 146. For the psychological implications of this idea, see Heinz Werner, app 
Comparative Psychology of Mental Development (New York 1940). a d: 











COMMUNICATION OF WAR NEWS 403 


tinguished functionally. While most of them serve more than one 
of the six ends that have been mentioned, it is possible to dis- 
tinguish types of transmissions according to their predominant 
purpose. In the following scheme the most important transmis- 
sions are thus arranged.® 

Attention Value: (1) Special communique of the High Com- 
mand. (2) Special announcement from the Fuehrer’s headquarters 
on a single event. 

News Value: (3) Regular communique of the High Command, 
included in news bulletin. News value is also prominent in (1) 
and (2). An intermediary position between regular communiques 
and communications with a predominant explanation value is 
occupied by—(4) Summary (retrospective) accounts from the 
High Command, covering periods or phases of the war; and by 
(5) Summary (retrospective) accounts from the Fuehrer’s head- 
quarters. 

Explanation Value: (6) Daily “elucidations” of High Com- 
mand communiques by a military expert. (7, 8, 9) Weekly or ir- 
regular lectures on strategy and selected aspects of the war by 
experts of the army, the air force and the navy. 

Participation Value: (10) Daily reports from the front by mem- 
bers of the propaganda companies. 

Appeal Value: (11) Weekly talk, “Voice of the Soldier.” (12) 
Fuehrer’s orders of the day. (13) Fuehrer’s proclamations to the 
nation. (14) Special announcements immediately preceding the 
beginning of a campaign. (15) Fuehrer’s summary accounts at the 
end of a campaign—see also (5). (16) Orders of the day by mili- 
tary leaders (Brauchitsch, Goering, Raeder). (17) Certain items 
in the news bulletins, especially those dealing with medal awards. 

Refutation Value: (18) Regular talks by Hans Fritzsche, chiefly 


It should be noted, however, that this scheme is rigid, whereas the function of 
each type of communication in the total output varies somewhat from campaign 
to campaign. Thus the daily elucidations of High Command communiques were 
dropped from the radio program at the end of the French campaign, and replaced 
by lectures on strategy and selected aspects of the war. The front reports which 
appeared once a day during the western campaign are now broadcast three times 


a day. 
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political, and frequent polemical passages in (6-9). (19) Polemical 
passages in feature program, “Topics of the Day.”!° 

Campaigns begin" with special announcements (14) which dis- 
rupt the regular routine of the broadcast day, and are designed 
to take the people at home into the war on a surging wave of 
words. These announcements are lengthy, and documentary in 
character, and invariably present the German aggression as an 
act of just defense. They are read over all German stations by 
star speakers. When the campaign in the west began, Goebbels 
broadcast over all German stations in the early morning of May 
10 the memoranda handed to the Belgian, Netherland and Lux- 
emburg governments. He was immediately followed by Hans 
Fritzsche, who read two extensive reports in which the High Com- 
mand and the Ministry of the Interior “revealed” the dangerous, 
sinister and secret plans of both the Anglo-French General Staffs 
and the authorities in the lowland countries to invade Reich ter- 
ritory. These reports, which contained a mass of concrete and 
almost gossipy detail—such as statements about the marital re- 
lations of certain spies—in addition to many exact figures and 
quotations, were designed to strengthen belief in the major propa- 
gandistic suggestions through the prestige of sophisticated accu- 
racy. Like the Fuehrer’s orders of the day (12) and proclamations 
to the nation (13), these announcements are not primarily news 
but appeals. 

When fighting begins, the special communiques of the High 
Command (1) are by no means reserved for communication of 
major victories. Sometimes the capture of a few hundred prisoners 
is deemed worthy of such announcement. Thus during campaigns 


10In addition to the transmissions listed, there are others which might be in- 
cluded, such as talks for housewives, children, sailors, etc. During a campaign the 
whole radio program is militarized. 

41T omit from this brief survey the various propaganda measures taken before 
fighting begins. Of these the whispering campaigns within Germany are especially 
important, yet because of their elusive character they have received little attention 
from propaganda analysts. Ludendorff declared in his Kriegserinnerungen, op. cit., 
p. 302, “Oral transmission of news is the best means of propaganda, because it is 
the most dangerous one. The idea is there, and nobody knows where it comes from.” 
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the regular radio program is very frequently interrupted. It ap- 
pears that it is not merely the content of these communications 
but also their irregularity which is meant to arrest attention and 
to create and sustain interest in the war.!? These special com- 
muniques are tersely phrased, and are distinguished from the 
regular communiques in which they are later incorporated by the 
fanfares preceding and concluding their announcement. 

The regular communiques of the High Command (3) are writ- 
ten in a matter-of-fact style, in fairly unemotional language, and 
are neither introduced nor followed by music. The only ceremo- 
nial element of their presentation to the radio public is the speed 
with which they are read—slightly slower than that for other reg- 
ular communications. The Germans emphasize the trustworthi- 
ness of their communiques, and until the Russian campaign 
refrained from using them for their biggest propaganda stunts. ‘‘Of- 
ficial war communiques should be documents which . . . later on, 
when compiled, should give a complete history of the war.”” (Ham- 
burg to England, May 26, 1940.) The matter-of-fact style of Ger- 
man communiques is reflected in the low percentage of sentences 
not dealing with the military process. During the campaign in the 
west this percentage was 11.6 in German communiques, as against 
12.1 and 20.6 in French and British communiques, respectively.'* 
The ratio of own-advantage to enemy-advantage sentences is of 
course dependent upon the actual course of events, although it is 
no indicator of defeat. For the campaign in the west this ratio was 
8.8:1 for German communiques, 1.3:1 for French and 5.1:1 for 
British communiques."* 


12“The timing of the special announcements is very carefully calculated. Some- 
times news which has been released to foreign countries for some hours is admin- 
istered piecemeal to the German home listener, gradually leading up to a climax.” 
“The Nazi Wireless at War: I. The German Home Service”—a series of essays by 
members of the Monitoring Service, issued by the Monitoring Service of the British 
Broadcasting Corporation, July 1941 (mimeographed). 

18 The Research Project on Totalitarian Communication is undertaking a detailed 
content analysis of all military communiques by all belligerents. 

14 The French often stated their disadvantage in terms of “balance,” the percentage 
of balanced-action sentences being 24.8 in French communiques, as against 4.2 and 
5.7 in the German and British, respectively. 
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References to the future course of action sometimes occur in | n 
German communiques, but they are used sparingly and left chiefly 5 
to the D.N.B., the Dienst aus Deutschland and the individuals to 
whom the foreign correspondents refer as ‘‘well informed spokes- fi 
men.” Value comments, in which the behavior of the enemy or b 
one’s own military conduct is evaluated in moral terms, are rela- li 
tively less frequent in army communiques than in other types of O 
communication. High Command communiques are predomi- tl 
nantly news. The most important exception to this statement is 
the mention of names. The official publicity given to individual n 
heroism is clearly a matter of morale policy rather than of news tl 
policy. li 

During the first World War the Germans used this device of 
heroization with restraint, for at that time class militarism pre- iI 
vailed. The highest military decorations were reserved for officers tl 
of high rank, and the names mentioned in communiques were usu- te 
ally those of generals. An exception was made for distinguished air n 
pilots and U-boat commanders. In the present war, until June 8, I 
1940, the highest military decoration was the Ritter Kreuz, the n 
Knight Insignia of the Iron Cross.'* It is awarded to any soldier, tl 
regardless of rank, who has distinguished himself. During the cam- r 
paign in the west, commissioned and noncommissioned officers of iI 


all services and ranks were thus knighted. These medal awards h 
are regularly announced over the radio in the news bulletins (17). e 

As to naming in communiques, during the Polish and Norwe- d 
gian campaigns the Germans followed the custom established in Pp 
the first World War. During the campaign in the west, however, 


a 
15 The frequent distribution of high military decorations leads to their inflationary $) 
devaluation. See Hans Speier, “Honor and Social Structure,” Social Research, vol. 2, b 


no. 1 (February 1935), p. 90. To counteract this tendency, on June 8, 1940, Hitler 
created a new award, the Oak Leaves of the Knight Insignia of the Iron Cross. 1 
Similarly, on July 19, 1940, Hitler promoted eleven generals to the rank of field 
marshal general, a title held until then only by Goering, who was simultaneously 


promoted to the newly created post of Reich Marshal, so that he continued to - 
outrank the promoted officers. The Iron Cross of the Second Class, which was a tk 
very honorable distinction at the beginning of the World War in 1914, has in this the 
war been conferred on—reporters. re 
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names frequently appeared in German communiques—a total of 
52 in 47 communiques. The heroes thus publicized included 
members of the army, air force and navy, and were of all ranks, 
from colonel down to private. More than two thirds of the names 
belonged to the army,?® and one half of all names were those of 
lieutenants. Two sergeants and one private were mentioned. One 
of the elucidations contained an explicit statement to the effect 
that this publicity was purposeful, and that it illustrated the differ- 
ence between the old class militarism and the modern German 
military set-up. It occasionally happens that soldiers mentioned in 
the army communique are interviewed over the radio a few days 
later, and their names are repeated regularly in the elucidations. 

The High Command communiques are presumably the most 
important material for other forms of mass communication, al- 
though not the most effective presentation of war news. They are 
too abstract; too much remains to be explained and too little is 
made of the messages of success they have so far usually contained. 
It is the purpose of the daily elucidations (6) to enable the Ger- 
man nonparticipant to understand the special announcements and 
the regular communiques. The commentator, a military scientist, 
repeats the statements of the communiques, including those deal- 
ing with losses and containing the names of heroes. In addition, 
he amplifies the meaning of statistics, provides frames of refer- 
ence, temporal, causal and moral, in which the news takes on a 
desirable meaning, and deals with communiques and military 
predictions of the enemy. 

Many of the verbal symbols used to communicate the process 
and outcome of modern, large-scale battles are identical with the 
symbols we use in reporting a struggle between smaller units, or 
between two men. Words like victory, success, defeat, flight, pur- 


16Jt is interesting to compare the medal awards with the names mentioned in 
communiques. During the campaign in the west there were more medal awards to 
members of the air force than to members of the army, while in the communiques 
more army names than air force names were mentioned. The explanation may be 
that the Knight Cross is conferred upon airmen on the recommendation of Goering, 
but the communiques are written by army men in the High Command. See also the 
remarks below on the lectures of army and air force men. 
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suit, exhaustion, annihilation, enemy, refer to universal and im- 
mediate experience. They have a familiar ring to everyone, like 
the words food, sleep, sex, work, etc. They carry no connotations 
of the magnitude of the processes to which they refer. Symbols 
used to denote magnitude are either unprecise but widely com- 
municable, or precise and for that very reason difficult to com- 
municate to a large audience. The precise symbols of quantity 
that occur in the communiques are numerical in character: figures 
of losses, booty, distances, spans of time, etc. These precise sym- 
bols carry more prestige among experts and educated members 
of the audience.17 The commentator wishing to enlarge the audi- 
ence that comprehends the meaning of these precise symbols must 
not presuppose too much knowledge and intellectual skill, and 
must at the same time try to preserve the prestige value of the 
precise symbols. The seven devices used by the commentator in 
the elucidations to render numerical symbols more easily intel- 
ligible may be called support of numerical symbols by verbal sym- 
bols; substitution of verbal symbols of quantity for numerical 
symbols; translation of specific statements containing numerical 
symbols into general statements without symbols of quantity; 
reduction of less intelligible numerical symbols to some more 
easily understood—‘“607 enemy planes, that is, one quarter of all 
enemy planes”; comparison of quantities of the less familiar with 


others of something more familiar—“. . . the transport ships hit 
included five of 20 to 30,000 tons. . . . To gather an impression 
of the size of these boats, let us point out that . . . the well known 


express steamer of the Hamburg-South America Line, Cap Ancona, 
is approximately 22,000 tons”; coordination of scales on which 
quantities can be measured—‘‘Were one million [captured] sol- 
diers to march grouped in divisions, the vanguard of these columns 
would pass Tilsit in East Prussia while the last formations were 
leaving Germany’s western frontier”; accumulation of quantities 


17 This rule may be qualified as follows: “It would seem that in some cases at 
least, one may be flattered in having his intelligence overestimated and scientifically 
sounding phrases may, by that very quality, be effective.” Albert T. Poffenberger, 
Psychology in Advertising (New York 1925) p. 347. 
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in the same series, for example by adding figures on previous ex- 
ploits to figures on the most recent exploit. These devices are 
often used in combination.1% 

The frequency of retrospective references in the elucidations is 
striking. For example, on May 31 the commentator spoke of the 
third week of fighting; the next day of the tenth month of the war; 
two days later of the prisoners taken in the first three weeks of 
fighting. On June 6 he referred to the first five days of the second 
phase of the battle: on June 20 to the conclusion of the sixth 
week; on the 22nd he remarked that the continental phase of the 
war had come to an end. It is convenient to classify the retrospec- 
tive references as follows: references to calendar periods (days, 
weeks, months); references to functional periods or phases of 
fighting; and historical references proper. The first two types— 
apart from providing a temporal structure in which the day’s news 
can be placed—serve to obstruct the idea that the war may get 
out of hand. A war that has periods is less likely to be endless in 
experience; a campaign that has phases is more readily taken as 
something under control.?® 

The historical references during the campaign in the west may 
be considered in connection with the value comments. A count 
has been made of all words in the elucidations expressing valua- 
tions of the German forces, but disregarding the words “‘success”’ 
and “‘successful” and all passages repeating communique state- 
ments on individual exploits. The remaining valuational words 
were divided into three classes: morale words, like brave, disci- 
plined, fighting spirit; skill and organization words, like modern, 
superior weapon, efficient; and infinity words, like enormous, 
gigantic, unheard-of. It was found that the morale words amount 
to not more than one fourth of all counted words. Morale and 
infinity words together do not quite equal the number of skill 


18 Jt is not suggested that these devices are inventions of the German commentator. 
On the contrary, they are widely used in amplifying the meaning of numerical 


symbols to a lay public. 
19 The phases mentioned in the weekly lectures on “Our Army” (7) do not coin- 


cide with those suggested in the elucidations. 
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and organization words, the distribution being almost exactly in . 
the proportion of 1:1:2. In short, the commentator emphasized 7 
the bravery of the soldiers less than the streamlined character of a 
the German war machine. . 
This result assumes added significance in the light of the 68 . 
Ww 


historical references which occurred in the elucidations during 
the same campaign. Almost two thirds, 42 to be exact, were to P 
the first World War. Divided into references stressing difference 
from the present situation, references to tradition explicitly link- 


ing the two wars, and insignificant references, the result is 10 in- 7 
significant, 11 to tradition and 21 to difference. Of elaborate refer- . 
ences—statements longer than three sentences—9 stress difference ” 
and only 1 deals with tradition. The elaborate difference state- 7 
ments present greater efficiency, better equipment and a less . 
aristocratic attitude toward technology as the core of the difference 7 
between imperial class militarism and Hitler’s war machine. 

The references to tradition, on the other hand, are chiefly to . 
the morale of the armed forces. Thus the attitude toward the last . 
war may be loosely expressed: “The soldiers of the Great War are . 
our unsurpassable models as far as gallantry goes, yes, but to be - 
on the safe side our equipment, skill and organization are better.” " 

The elucidations contain many quotations of military state- 
ments by the enemy and by neutrals. The 31 elucidations during . 
the western campaign have 61 quotations from sources outside ye 
Germany and Italy, 44 being from enemy sources. Of these, 24 . 
were approved rather than disapproved. Likewise, all quotations . 
from neutral sources, except one, were approved by the com- : 
mentator. That is to say, most of the quotations were admissions 
of the enemy and favorable comments by neutrals that the German ° 
army had the upper hand. It would be erroneous, however, to . 
infer therefore that the elucidations show little concern over un- 
favorable enemy claims. Most of the disapproved quotations from R 
enemy sources are themes for lengthy discussions by the com- 
mentator. For example, when France was about to collapse the g 

N 


Allies predicted that the German attack would soon spend itself 
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because of the lack of fuel. The military commentators responded 
with long and instructive talks on the German supply system, in- 
cluding the Labor Service and the Ambulance Corps, reassuring 
those Germans who might have shared, or heard about, the 
slanderous expectations of the enemy. These elaborate refutations 
would indicate that the German propagandists reckoned with the 
popular fear that the history of September 1914 might repeat it- 
self, and another “miracle of the Marne” occur.”° 

As to the value comments on the enemy, there were fewer neg- 
ative comments than one might expect, the most frequent being 
on the selfishness of the British. On the whole, positive comments 
referring to the bravery, strength and stubbornness of the enemy 
almost balance in number the negative comments. The reason for 
this apparent paradox may lie in the military mentality character- 
istic of the elucidations, or more likely in the fact that the Ger- 
mans did not want to admit that theirs was an easy victory. Such 
a policy incidentally strengthened belief in German objectivity 
and fairness. After the resistance of the Netherlands was broken, 
the references were to the “fortress of Holland”; during the fight- 
ing at Dunkirk it was the “fortress of Dunkirk” that was besieged; 
when Paris was occupied, the “fortress of Paris” had fallen. 

The most surprising tribute to the enemy was given when the 
enemy was definitely defeated. On June 23, at the very end of the 
campaign, the commentator declared: “It must clearly be stated 
that the German May offensive in the west was by no means 
launched with a numerically superior force. On the contrary, the 
total number of enemies which we faced on May 10th . . . was 
larger than the total forces at our disposal.” Similarly, he had de- 
clared on June 21, “once again proof has been established that not 
material, with which France was even more lavishly equipped than 


20 There is much further evidence for this assumption. Goebbels declared in Das 
Reich on May 25, 1940: “History does not repeat itself. Its fantasy has no ending 
and it is therefore unhistorical to compare the present war with the Great War 
or to draw a parallel between its various stages’—which other German propa- 
gandists constantly did at that time. This apparent contradiction is characteristic of 
Nazi propaganda: contradictory arguments may serve the same end. 
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we ourselves, but the individual is the deciding factor in modern 
warfare.” This openly contradicts the prevailing emphasis in the 
campaign as a whole on the superiority of German equipment and 
organization”! rather than on morale factors, a contradiction to be 
found also in the film “Victory in the West.” The hypothesis is 
suggested that the content of value comments in military propa- 
ganda is not only a function of general ideology, but is dependent 
on the extent to which victory appears certain. Other evidence sup- 
ports this hypothesis: more than half the names appearing in the 
communiques were mentioned in the last ten days of the campaign. 

The weekly lectures on military matters (7-9) make higher 
demands on the intelligence of the listener than do the elucida- 
tions. In the lectures detail is almost entirely omitted,” numerical 
symbols are used more rarely, and when they occur their meaning 
is not explained. The strategic considerations are of a higher order. 
Names mentioned are exclusively those of generals. In Lieutenant 
Colonel Hesse’s lectures, “Our Army,” there were frequent ref- 
erences to “the strategic genius of the Fuehrer,” but more pub- 
licity was given to Brauchitsch than to Hitler. 

The talks in the series “Our Air Force,” given by Air Marshal 
Quade, are strictly confined to the air force, whereas the corre- 
sponding lectures in the “Our Army” series take an over-all view 
of the operations of all forces. Thus the official explanation of 
the campaign strategy can be found in Hesse’s lectures, but not in 
Quade’s talks. The difference in the evaluation of the role of the 
air force is amusing. Quade declared on May 31, 1940: “It is cer- 
tain that without the assistance of the air force the army would 
never have been in a position to maintain the speed of attack.” 
Hesse, however, spoke on June 6 merely of “‘the excellent coopera- 
tion with the air force,” which he presented as but one of many 


21See also the remarks by Max Simoneit (written before the campaign in the 
west) in Deutsches Soldatentum 1914 und 1939 (Berlin 1940) p. 31 ff. 

22 When it is used it is instructive rather than illustrative. For example, Hesse 
mentioned that colored soldiers are more easily demoralized by air attacks than 
white soldiers; that some of the German infantry had had only six weeks of training; 
that at the beginning of the campaign the French abandoned many villages with no 
resistance. 
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factors responsible for success in the Netherlands, Belgium and 
France. These factors were: the unity of supreme command; su- 
periority of the German strategic doctrine over the antiquated 
French doctrine; superior staff work; cooperation of the soldier 
with the economist and engineer; ability of the infantry to march 
unusually long distances because it has vehicles for transport of 
equipment; acquaintance of the infantry with the use of heavy 
arms; technical efficiency and tactical independence of tanks; good 
training and novel equipment of sappers; abundant and highly 
mechanized artillery; rapid communication of information; mech- 
anization of supply columns; close cooperation with the air force 
and “‘a clear plan for its use.” 

Rear Admiral Luetzow, who gives the lectures on naval affairs 
(9), is one of the most popular and successful personalities on the 
German radio. He is representative of the pre-Nazi tradition of 
German imperialism and “his talks represent the clearest political 
line outside Nazi party propaganda which is given expression in 
German home broadcasts.’’2% 

Neither the communiques nor the explanatory talks represent 
the war in a personalized form. The public cannot possibly get 
the sensation of participating in warfare by listening to these 
communications, which because of the character of modern war 
must necessarily present events on a high level of abstraction. But 
the Nazis have discovered in radio transmissions and newsreels a 
means of reporting on the war in more immediate and concrete 
terms. The same recording vans which were used to cover cere- 
monial events in times of peace now cover a war. This technique 
of radio reporting is nothing new in itself. The specific Nazi con- 
tribution consists merely in the planned and controlled applica- 
tion of this technique to war reporting. The German at his dinner 
table in Berlin may hear between two sips of beer the sigh of a 
wounded soldier, and children in the fatherland may go to bed 
to the realistic noise of hammering machine guns. 

Every front report (10) is composed of from three to ten more 


28“The Nazi Wireless at War,” op. cit. 
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or less disconnected items, usually put together in the studio. Each lo 
report contains on the average three interviews, and sometimes as ye 
many as ten persons are interviewed in one program. Soldiers from tk 
all services and of all ranks from private to general, prisoners and tu 
enemy civilians come to the microphone.** This technique in- 
tensifies the impression of immediacy and concreteness. Yet while vi 
it can hardly fail to give the listener the feeling of vicarious par- m 
ticipation in military life, it takes this life out of its functional bc 
context. ti 
The front reports do not refer to the campaign in Poland, in ac 
the west or in Russia: they present fighting as such. For this rea- 
son they can be used as substitutes for information in periods fo 
when the High Command finds it expedient to issue only reticent so 
communiques. The incidents described in the front reports have tai 
a symbolic value which lends itself to manipulation. Thus the de 
destructiveness of blitzkrieg methods may be conveyed by a de- th 
tailed description of a deserted village in ruins, and it does not a] 
much matter which village it is. The idea that the Germans came 
to liberate Belgium and the Netherlands from the yoke of British bi 
plutocracy can be brought home through an interview of an ex- pr 
hausted Belgian woman who is glad to return to her farm. The ex 
abstract idea of British perfidy can be translated into windows pr 
broken when the retreating British blew up a Belgian bridge. The of 
hope of peace may be strengthened by a lyrical description of cows tre 
grazing in a field which the war failed to touch.” to1 
The propagandistic effectiveness of the front reports depends sin 
to a large extent on the condensation, both temporal and spatial, are 
of the eyewitness experiences. Many reports use some such pattern ma 
as: “An enemy battery is blocking the advance of our sappers. We 
see a reconnaissance plane overhead. Soon the enemy guns will be od 
24 With the progress of the war there is a noticeable decrease in the use of inter- pict 
views in front reports. Soldiers who are interviewed over the radio are now usually Thi 
tied down to a script. (“The Nazi Wireless at War,” op. cit.) whi 
25 The idyllic and sentimental tone of the front reports blends with their per- aT 
sistence in describing destruction. It has been said that brutality and sentimentalism risk 
are the two faults of the barbarian. (J. A. K. Thomson, Greeks and Barbarians, peo 
London 1921, p. 184.) bur 
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located. Now they don’t fire any more. We are proceeding. What 
you hear now is the marching feet of our brave soldiers.” In short, 
the elements of an eyewitness account are retained, but the struc- 
ture is that of a summarizing tale. 

Often the front reporters speak of the dust that obstructs their 
vision. They do not see too much of the fighting, but tell of soldiers 
moving to the front or building a bridge, planes on their way to 
bomb the enemy, or, when the battle has swept on, of the destruc- 
tion wrought by German arms. There are, of course, accounts of 
actual fighting, but they are not predominant. 

The front reports translate the remote and complicated war ef- 
fort into terms of immediate and simple experience, but they do 
so at the expense of an adequate concept. While they describe de- 
tail realistically, they manipulate information by selecting the 
details which they describe. The front reports are realistic, but 
their realism is, in a sense, inappropriate, as is our perception of 
a picture when we see it from a point too close.”® 

The selection of details depends not only on the nature of mo- 
bile area warfare and the position of the observer, but also on 
propaganda instructions. Enemy civilians in interviews consistently 
express satisfaction with the German conquest; prisoners are sur- 
prised not to be shot by the Germans; minute accounts are given 
of the correct conduct of German soldiers in occupied lands. The 
treatment of losses also appears to be controlled. In the film, “Vic- 
tory in the West,” no corpse is shown, except for one dead horse; 
similarly, in the front reports death and danger to the Germans 
are played down,*? whereas the devastating power of German ar- 
mament is impressed upon the listener in every possible way. Only 


26 On July 1, 1940, Hesse declared, “If you think of the pictures published in our 
great illustrated papers and of our newsreels, which show you the war in gripping 
pictures, you might assume that the whole of Belgium and France was destroyed. 
That is by no means the case.” He might have said the same of the front reports, 
which are verbal newsreels. 

27 Compare also Hitler’s statement in his speech of July 19, 1940: “Millions ... 
risked life and limb and were at every moment prepared . .. to make for their 
people the greatest sacrifice of which a man is capable. Hundreds of them now lie 
buried with their fathers who fell in the Great War.” 
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in the interviews with soldiers does the listener glimpse the fact 
that war is bloody and fighting hard, for the German soldier as 
well as for his enemy. The reporter is not a fighter, but an attached 
observer who looks for something that will please his superiors and 
excite the listener at home. 

The front reports are presented by completely militarized com- 
mentators who are organized with photographers, motion picture 
cameramen and newspaper reporters in propaganda companies on 
the Soviet model.?8 The public is often reminded that the mem- 
bers of the propaganda company are soldiers who suffer casualties 
in their work, and when they distinguish themselves they are 
awarded military decorations. One of these ceremonies was broad- 
cast on May 29, 1940, when the Iron Cross of the Second Class was 
awarded to a second lieutenant and a noncommissioned officer for 
showing courage in operations in Poland and on the western front. 
In the speech made on that occasion it was said: ‘Being a reporter 
means being a fighter. It is immaterial whether battles are fought 
and sacrifices made with arms or with the camera and the micro- 
phone. Germany has both forces present at the front.” 

The captains of the propaganda companies belong to the higher 
military staffs, and according to the staff decisions they put their 
men in position to report on important actions. The companies 
have their own dispatch riders and even their own airplanes to 
carry the newest recordings, newsreels and photographs back to 
Germany, after officers have decided which reports are to be trans- 
mitted. Occasionally the propagandists make propaganda for 
themselves: for example, during the campaign in France a camera- 
man was interviewed, and after he had described the risks he had 
run to provide the home front with realistic pictures of a bomb- 
ing attack, the radio audience was reminded that these incredible 
pictures would be shown next week in the local theaters. At the 
end of that campaign, a whole front report was devoted to the 
reporters. The men who consistently failed to report on losses of 


28See A. Loesner, “Die Propaganda als Waffengattung in der Roten Armee,” 
Deutsche Wehr, vol. 9 (1935). 
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German soldiers, or to describe the danger to which the soldiers 
were exposed, were loquacious about the dangers from which they 
themselves had suffered. 

The program called “Voice of the Soldier” (11) is not very in- 
teresting from the point of view of news policy, since it contains 
few allusions to events. It is more frankly emotional and sentimen- 
tal, and tries to strike a rather mystical note by repeating time and 
again the sentence, “This is the voice of the soldier.’’ Each week 
a special theme is selected for an exercise in emotion. The six sub- 
jects treated during the campaign in the west were the spirit of 
the German armed forces; the will to conquer; the nation’s pride 
in the German lieutenant; the fusion of roughness and compassion 
in the German soldier; the gallantry of the German infantry 
before Dunkirk; and the self-denial and modesty of the German 
staff officer. This program is broadcast early in the afternoon, 
when listeners include more women and girls than men. 

From time to time, the regular communiques of the High Com- 
mand are supplemented by longer retrospective summaries issued 
from the Fuehrer’s headquarters (15). They are broadcast in a 
highly ceremonious manner at the end of a campaign or the end 
of what the Germans call a phase of the campaign, with an estab- 
lished ritual modeled somewhat on the pattern of mass meetings 
where the leader addresses the crowd. On June 4, 1940, when the 
Battle of Flanders had been concluded, the Fuehrer’s announce- 
ment was preceded by fifteen minutes of fanfares and martial 
songs. After the announcement, the “Old Netherland Prayer of 
Thanks” was presented by organ and choir, followed by “Deutsch- 
land tiber Alles.” After an intermission of three minutes’ silence, 
Beethoven’s “The Heavens Praise the Glory of the Lord” was 
played, then the “Watch on the Rhine,” the ‘Song of the Para- 
chutists,’ another patriotic song about Germany’s honor, the 
famous “We Sail against England,” and finally a composition by 


29“The ‘Voice of the Front’ says . . . we did not prevail because of our superior 

equipment, although it is true that it is better, but because we were harder than 
our adversaries, because we know what is at stake, because we follow the Fuehrer 
without bothering much about asking questions.” (June 30, 1940.) 
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Richard Strauss. A program announcement followed, the first bars 
of the “Watch on the Rhine” were repeated, then the Fuehrer’s 
report was given again. By this time it was close to midnight. At 
six o'clock the next morning, the Fuehrer’s order of the day for 
soldiers on the western front and appeal to the German people was 
broadcast for the first time. It was repeated during the day. In it 
Hitler ordered flags to be flown throughout Germany for eight 
days, and bells to be rung for three days, to ‘‘blend with the prayers 
with which the German people shall accompany their sons again 
from this morning on. For this morning German divisions and air 
squadrons have set out again for the continuation of the struggle 
for the liberty and future of our people.” 


The foregoing survey suggests that, in addition to the intention 
not to reveal military secrets to the enemy but rather to confuse 
him by false claims, the following factors may determine form and 
content of war news; the social type of war; the technological 
character of warfare; the certainty or uncertainty of victory and 
defeat; the available techniques of communication; the political 
and military ideology of the propagandists and makers of news 
policy—in particular, the military tradition of the armed forces 
and of each of the services; the psychological doctrines of propa- 
gandists and makers of news policy; the degree of differentiation 
of war news, according to types of communication*; and the intel- 
ligence and predisposition of the audience to be reached.** 


8° This implies the social organization of news services, propaganda and censorship. 
81 Bibliographical note: This article is based on the Daily Digest of Foreign 
Broadcasts published as a confidential document by the British Broadcasting Cor- 
poration on behalf of the British Ministry of Information. The Digest has been 
made available for purposes of research by the British Broadcasting Corporation 
to the Research Project on Totalitarian Communications in War Time of the 
Graduate Faculty of Political and Social Science. 
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THE WAR POLICY OF THE 
BRITISH LABOR PARTY 


BY DAVID L. GLICKMAN 


In THE period immediately preceding the outbreak of the present 
war, British party politics actually disappeared. An election truce 
was agreed upon, specifying that all by-election seats would not be 
contested, and would revert to the party already holding them. 
Since that time, however, the tempo of party activity has in- 
creased, and the attempts at reformulation and redefinition of 
party aims and objectives have been of fundamental and far-reach- 
ing importance. 

All British parties, including the Communists, are now agreed 
on the vital necessity of defeating the Axis powers. There is, how- 
ever, a great chasm dividing their outlook and objectives. All are 
agreed that unless Hitler and Mussolini are defeated, it will mean 
the death of British democracy, but they differ in their interpreta- 
tions of what British democracy is. All sincerely believe, in the 
words of Prime Minister Neville Chamberlain in a radio broadcast 
on November 26, 1939, that ‘the aim of the war is to defend free- 
dom and establish peace,’ but what that freedom is and what 
peace is to be, is as yet unanswered. Similarly, Laborites and Lib- 
erals as well as Conservatives now view the present conflict as a 
struggle of civilizations, of a civilization based on capitalistic 
democracy, with the balance ever wavering between capitalism 
and democracy, opposed to one based on master-slave relation- 
ships. All parties now accept the stringent hardships of wartime 
restrictions, and look upon the complete mobilization of the en- 
tire war potential of nation and Empire as an absolute necessity. 
But they differ in their views on the cause of the present con- 
flict, as well as in their conceptions of its ultimate purpose and 
meaning. 

On September 1, 1939, the national executive of the Labor 
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party declared that “the British Labor Movement calls upon all 
its members to stand solidly behind it in its resistance to aggres- 
sion.” Five days later the Trades Union Congress stated its belief 
that “the organized millions of Trade Unionists, in whose name 
this Congress speaks, will carry on our struggle until aggression 
has been eliminated from the adjustments of international rela- 
tions, and until the principles of democratic order and justice 
have been established upon an unassailable foundation.” In these 
two manifestoes the Labor party vowed its determination to join 
the Chamberlain government in its basic purpose to work for the 
defeat of the Nazi machine. On September 13, 1939, Arthur 
Greenwood, the acting leader of the Labor party, maintained that 
“it falls upon us . . . to take the initiative, as responsible public 
representatives, in raising discussion, to enlighten the Govern- 
ment, to bring home to them the questions that are troubling the 
minds of the people and to do our best to avoid the Government 
falling into difficulties.” The Labor party, in other words, realized 
the necessity of cooperating in the conduct of the war, but dis- 
trusted the tendencies of the Chamberlain government and re- 
served the rights and privileges inherent in political democracy of 
criticizing the existing ministry. At the same time, Labor gave 
notice that it would not refrain from putting forward its own 
policies in both home and foreign affairs whenever it was deemed 
necessary. 

It was this distrust of the Chamberlain government that condi- 
tioned the activity of the party. It viewed with misgivings the aims 
and purposes which had finally led the ministry to declare war on 
Nazi Germany, and looked upon the events of the preceding 
decade as having been largely caused by intentional Conservative 
blindness to the growth of the Hitler regime. In proof thereof it 
pointed to the “long list of notable Englishmen, who, as it were 
yesterday, were eagerly applauding them [Hitler and Mussolini], 
and jostling one another in their anxiety to lay wreaths upon their 


1 Quoted in War Time in Westminster: Labor’s Work on the Home Front, pub- 
lished by the Labor party (London 1940) p. 1. 
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altars.”’* An attempt was made to place on the Conservative party 
the responsibility of having driven Soviet Russia into the arms of 
Hitler. In the same breath Labor declared that “this cannot excuse 
the Russian Government’s pact with the Nazi, much less its un- 
provoked attack on Finland in shameless imitation of the Nazi 
technique of foreign policy.”* The contention that the Chamber- 
lain government had been misled and tricked at Munich was 
scorned, and when the claim was advanced that the government 
had had no other course to pursue, it was answered that this in- 
ability to choose an alternative course was a direct outgrowth of 
previous Conservative policy. “There was a fear that should either 
Hitler or Mussolini be overthrown, Bolshevism would be the 
residuary legatee of this overthrow; to keep them in power, there- 
fore, was to hold back the spread of the major doctrine inimical to 
privilege.”* The only compromise Labor made was in its admis- 
sion that “from 1918 to 1939 the loathing of war was unquestion- 
ably the most powerful, the most general and the most constant of 
political emotions. It was so powerful and so general as to arouse 
some criticism among our friends abroad.’’> Professor Tawney, 
one of Labor’s most effective intellectual leaders, has declared that 
therefore if Britain’s “conduct was culpable, we must all, in all 
parties, bear some share of the blame.’’* Significantly, Labor made 
no attempt to reconcile the contradiction of voting during the 
Italo-Ethiopian war for the imposition of economic sanctions 
against Italy while at the same time refusing to vote for military 
sanctions. 

Labor was participating in the British war effort not, it claimed, 
as a full-fledged partner in the shaping of purpose and effort, but 
rather from the outside looking in. It was suspicious of the gov- 
ernment moves to mobilize the war potentials of nation and Em- 


2 Harold J. Laski, Where Do We Go from Here? (New York 1940) pp. 12-13. 
3 Labor, the War and the Peace, published by the Labor party (London 1940) p. 7. 


* Laski, op. cit., p. 28. 
5R. H. Tawney, “Reasons Why Britain Fights,” quoted in International Concilia- 


tion (September 1940) p. 318. 
8 Ibid., p. 323. 
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pire, and doubted the sincerity of the Chamberlain government’s shi 
protestation of a desire for “real’’ democracy. Laski, in his Where foo 
Do We Go From Here?, has pictured this difference of perspective Mi 
as the difference in the meanings Conservative and Laborite gave ori 
to the term capitalistic democracy. To those in control it meant SOU 
that in order to preserve capitalism they had to preserve democ- inc 
racy, with the emphasis on capitalism. To the working classes it of 
meant that should British capitalism be defeated their democratic ma 
institutions would collapse, and they would lose their chance of for 
transforming the capitalistic basis of democracy into a wider dem- agi 
ocratic basis. Thus both groups were waging war on two fronts. cre 
The Chamberlain government, Laski maintains, ‘‘was seeking to cul 
preserve the contours of the past; it was not seeking to discover ing 
the necessities of the future.’’? It was in this vein that Clement to 
Atlee, in a speech on November 8, 1939, declared that ‘“‘there is pol 
also a widespread determination to see to it that the cause for wit 
which we [Labor] have taken up arms is not submerged in the ext 
passions which war excites and that the ends for which we entered era 
the war are not distorted by those who may for the time being stri 
have charge of the affairs of the nation.’’$ grc 
Labor was alarmed by what it conceived to be the government’s nee 
attempt to wage total war with half-hearted methods. It is true we 
that numerous laws were passed which showed that the govern- ski 
ment realized that present-day war is total war, and affects the wa 
entire structure of the nation.® The government moved to estab- d 
lish a control which the Lloyd George government had hesitated up 
to institute until the second and third years of the last war. All err 
7 Laski, op. cit., p. 40. wa 
8 Quoted in Labor’s Peace Aims, published by the Labor party (London 1939) p. 6. gat 
® The passage of the Emergency Powers Defense Act, 1939, and similar legislation leg 
opened wide the door to the issuance of emergency orders of a sweeping character. 
The May 22, 1940, Act provided that the powers under the Act “include power by cile 
Order in Council to make such Defense Regulation making provision for requir- wa: 
ing persons to place themselves, their service, and their property at the disposal of ‘ 
His Majesty, as appears to him to be necessary or expedient for securing the public pri 
safety, the defense of the Realm, the maintenance of public order, or the sufficient lea 
prosecution of any war in which His Majesty may be engaged, or for maintaining iu 
supplies or services essential to the life of the community.” 
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shipping and shipbuilding were nationalized. Transportation and 
food distribution were brought under government control. A 
Ministry of Supply was set up, with full power to determine pri- 
orities, to eliminate competitive bidding and to ration the re- 
sources of the nation. It was charged with fully organizing British 
industry for home production, and, in cooperation with the Board 
of Trade, with organizing British finance and commerce for the 
maintenance of exports, in order to get foreign exchange to pay 
for imported war goods. The tax structure to which Parliament 
agreed in October 1939 was further tightened by the constant in- 
crease of war spending under rigid price controls. Profits were 
curtailed as far as possible within the limits set by bookkeeping 
ingenuity. The Ministries of Food and Supply were empowered 
to form central buying offices with complete control over the im- 
portation of food and war essentials. Agreements were reached 
with the Dominions giving the British government control of the 
external marketing of most of the Empire’s agricultural and min- 
eral production. Laws were passed restricting labor in its right to 
strike. The Ministry of Labor was empowered to shift entire 
groups of workers to whichever regions were deemed most in 
need of an additional labor supply. Wholesale and retail prices 
were pegged. Dilution, that is, permitting unskilled and semi- 
skilled labor to work on jobs formerly reserved for skilled workers, 
was agreed to by the unions. 

All these measures Labor viewed as necessary steps in the setting 
up of a wartime economy; yet it mistrusted the Chamberlain gov- 
ernment. The reason was that for the first eight months of the 
war—until Norway and the lowlands were completely subju- 
gated—these controls were more theory than fact, more paper 
legality than concrete reality. ‘There was an unwillingness to recon- 
cile rigid wartime control with democratic practices; but there 
was a desire to reconcile wartime mobilization with the aims of 
private enterprise. The government hesitated to assume economic 
leadership, and limped along on the assumption that wartime pro- 
duction could be superimposed on “‘business as usual.” It was, as 














424 SOCIAL RESEARCH 


a matter of fact, a desperate attempt to preserve the vestiges of the 
Manchester philosophy. The government shrank from the political 
responsibilities inevitably involved in the conscription of labor 
and capital. 

The policy of the Labor party had, therefore, a threefold basis. 
First, support of the Chamberlain government, in so far as it was 
the government’s clear purpose to defeat Hitler: if Hitler is not 
defeated, the British labor movement will collapse. Second, en- 
deavor to remove Chamberlain and to replace him by someone 
with a firmer hold on the confidence of the nation. Third, preven- 
tion of the possibility of appeasement or a peace-at-any-cost settle- 
ment, either from the extreme right or the extreme left. Such a 
settlement would result in the immediate crucifixion of the British 
labor movement, and in the ultimate death of what freedom and 
democracy still remain in the world. Labor has condemned those 
groups which work on the assumption that the outcome of the 
war does “not affect the workers either way,” and has maintained 
that such an attitude assists Hitler “in a sense as real as if military 
assistance were offered to him.”!° The British Communist party has 
been called “the dummy of the ventriloquist Stalin,’!! and the 
outbreak of the Russo-German war has not changed this attitude. 
Despite the statement by William Gallacher, Communist M. P., 
that the Communists are “prepared to discuss with the members 
of the Labor party, and members of any other party, measures to 
be taken to insure cooperation,’’? the Labor party still looks 
askance at the Communists. Labor was solidly allied with every 
other group in defeating the peace move proposed in the House 
of Commons by the Independent Laborite, John McGovern, 
before the Russo-German war. 

The differences between Labor and the Chamberlain govern- 
ment were not, as some critics have maintained, to be so simply 
distinguished as agreement on wartime foreign policy and dis- 


10 Laski, op. cit., pp. 14, 15. 
11 Clement Atlee, London Daily Herald, January 15, 1940. 
12. New York Times, June 26, 1941. 
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e agreement on wartime internal policy. Rather were they predicated 
il on an involved structure of complicated and interdependent 
or methods, aims and relationships. On this basis the Labor party 

took the lead in the decisive moves to unseat the Chamberlain gov- 
. ernment. It had had no faith in the ministry before the war started, 
Ss and its distrust was intensified after the war began. It assumed the 
t “responsibility of refusing to serve under Mr. Chamberlain” even 
\- when he “at last realized the necessity for a reconstructed Cab- 
e inet.”1% The Norwegian debacle was the opportunity, not the 


- reason, for its opposition. Democracies cannot fight wars unless 
- they are fully agreed on fighting them. Labor was in such agree- 
ment, but it was not in agreement on the man who was leading the 
campaigns. The decision of the Labor party to oppose Chamber- 
lain made necessary his retirement. In the demand that Chamber- 
lain resign, Labor was joined by a group of Conservatives and 
Conservative satellites who had been growing restless about the 
government’s methods and policies, and by the small bloc of 
Liberals. The final vote was 281 for the government, 200 against, 
and 89 abstentions.** This was on May 8, 1940. It showed that the 
ministry, though not actually defeated, lacked the confidence of 
the House. On May 11, 1940, Chamberlain resigned and was re- 
placed by Churchill. 

; The Labor party rushed to the support of a government headed 
) by Winston Churchill. To have done otherwise would have been 
not only party suicide, but national suicide as well. At the Labor 
Party Conference held at Bournemouth almost immediately after 
the first Churchill ministry took office, a resolution was passed 
endorsing the executive decision that the party “should take its 
share of responsibility as a full partner in the new Government, 
which, under the new Prime Minister, commands the confidence 
of the nation”; and pledging ‘‘full support to the new Government 
in its efforts to secure swift victory and a just peace.” Of a total 
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18 Tawney, op. cit., p. 324. 
14 For a more detailed discussion, see W. Ivor Jennings, “The Formation of Great 
Britain’s Truly National Government,” American Political Science Review, vol. 34 
(August 1940) p. 728 ff. 
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of approximately 2,600,000 votes, the ballots cast were divided as 
follows: 2,413,000 votes for the resolution; 170,000 against. 

Despite the fact that the Churchill government contains many 
leftovers from the previous ministry, Labor has put more faith in 
Churchill than it ever had in Chamberlain. Actually, the only 
victims of the ax were Neville Chamberlain himself, who, though 
he remained in the War Cabinet, was completely shorn of power; 
Sir John Simon, who was shifted to the House of Lords; Leslie 
Burgin, who was removed from the important post of Minister 
of Supply; and Sir Samuel Hoare and Lord Hanky, who were re- 
moved from the posts of Lord Privy Seal and Minister without 
Portfolio, respectively. There seemed to be a new outlook, one with 
which Labor was in much more accord. Labor’s two top-ranking 
Parliamentary leaders, Major Clement Atlee and Arthur Green- 
wood, were taken into the inner War Cabinet, and it was Atlee 
who on May 22, 1940, introduced the Emergency Powers Defense 
Bill, which empowered the government to conscript all capital and 
labor, all persons and property. Two of Labor’s hardest driving 
administrators, Herbert Morrison and Ernest Bevin, were placed 
in charge of the Supply and Labor Ministries, respectively; the 
former in command of the movement of practically every item of 
commerce and distribution; the latter in charge of labor mobiliza- 
tion and national service. (Morrison has since been shifted to the 
Ministry for Home Security.) In addition, Hugh Dalton was ap- 
pointed to the responsible post of Minister of Economic Warfare, 
and A. L. Alexander was named First Lord of the Admiralty, the 
post which Winston Churchill had vacated. 

“It was a new mentality,” says Professor Tawney, “long at work 
beneath the surface, but now in command.” For the first time 
Labor has become a full partner in the British government: and 
this statement is made with full cognizance of the fact that Labor 
on two previous occasions, in 1923-24 and 1929-31, has formed 
ministries, for in each of those periods its actual power was less 
than its power today. Labor has secured a foothold in the govern- 


15 Tawney, op. cit., p. 324. 
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ment from which it will not be easily removed. “British labor 
unions,” recently declared Sir Walter Citrine, the general secretary 
of the British Trades Union Congress, “are adequately represented 
on every public and private council from the war cabinet of Prime 
Minister Churchill to the smallest village group that has to do 
with the formulation of policy and administration of total defense 
of Great Britain. . . . There isn’t a thing that labor isn’t partici- 
pating in. It ranges from food rationing, to aircraft production, to 
distribution and priorities.”!® The average man, the “little punk,” 
now feels that the government is his government. Ninety-eight 
percent of the votes (exclusive of the Communists) in the 1935 
general election were cast for the parties whose leaders are now 
members of the government. 

Although the bitterness engendered by the Chamberlain gov- 
ernment still rankles, the Labor party has taken the view that it 
cannot try for wholesale dismissal of remaining personalities. The 
party has expressed the opinion that “in a period of coalition gov- 
ernment you cannot deny the rights of the Conservative or Liberal 
parties to appoint the men they trust and believe in. The Labor 
party went into the Government with its eyes open, and it must 
make up its mind as to what is to be done in regard to the constitu- 
tion of the Government.” If the Conservative and Liberal rights 
are challenged, there is but one way to make the challenge effective: 
“by withdrawing your own people out of the Government.’’!7 And 
it seems doubtful that at the present stage of the conflict Labor 
would take the responsibility or risk the consequences that such 
a move would entail. 

The same Labor Party Conference that endorsed Labor’s par- 
ticipation in the Churchill government also passed a resolution 
which has served to focus attention on Labor’s objectives in the 
present war. “Only bold Socialist planning of the foundations 
! of our system,” declared the resolution, “can give the faith and 
power to meet the claims of those who will bring us victory. They 
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16 New York Post, December 20, 1940. 
17 London Sunday Times, August 8, 1940. 
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are entitled now to the assurance that they will not make their 
sacrifice in vain.””!8 In effect, this was a restatement of many such 
declarations from Labor and its leaders, which have been inac- 
curately described by the statement that “the price that the Labor 
Party is asking for agreeing to enter the British Government and 
swinging the full Laborite trade-union resources into the war is 
a Socialist system after the war.’!® The reason for this inaccuracy 
was that no attempt was made to differentiate between the mean- 
ing that the British labor movement gives to the term socialist and 
the classical Marxian concept. Time and time again Labor spokes- 
men have used the term socialist. “Our Socialism,” stated Clement 
Atlee in November 1939, “is firmly rooted in a belief in individual 
liberty and democracy,” and ‘“‘we have never sought to impose our 
Socialist creed by force.” This last is, of course, a complete negation 
and antithesis of official Marxian doctrine as interpreted by Soviet 
Communism. 

Immediately, therefore, the party stamps itself as an evolutionary 
rather than revolutionary movement: a party concerned with 
peaceful change rather than violent upheaval. “Labor leaders,” 
emphatically declared Harold Laski after the establishment of the 
National Government, “‘who are pledged to a socialist reconstruc- 
tion of our society will find themselves fighting the very men with 
whom they are now in partnership as soon as Fascism has been 
defeated.’ On the other side of the question is the statement by 
Brigadier General George Cockerill that “there is a danger that 
in a national emergency the necessary cooperation of Labor has 
to be purchased,” and that the “exploitation of a desperate national 
emergency in the interests of any class in the community is to be 
strongly deprecated, and friends of democracy dread the inevitable 
aftermath of such illusory prosperity. . . . Socialism carried to an 
extreme must so exaggerate the power of the state as to crush all 
individuality, and end, as in Russia, Germany and Italy, in a 


18 New York Times, June 5, 1940. 
19 Tbid. 
20 Laski, op. cit., p. 82. 
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ir totalitarian dictatorship. To create such a Frankenstein monster 
h is certainly not one of the reasons why Britain fights.”*? We must 
c examine the past history of British socialism in order to under- 
rr stand what the Labor party means when it states that it is “loyal 
d to its Socialist and democratic faith,”?? and what Ernest Bevin 
is means when he maintains that “when this war is over, the task of 
y rebuilding the world has to be done by the working class.’’** 

L- Until 1930, it was said of the Labor party that it never had a 
d crisis due to principle and theory, but only to tactics. The British 
> party had never seriously considered itself an advocate of a Marxian 
philosophy. For one thing, the party has always been a strong na- 
tional as opposed to international party. Second, the movement 
itself, unlike those in Continental nations, went not from party 
structure to trade unions but rather from trade unions to party 
structure. Third, whereas in Italy, Germany and Austria the politi- 
cal arm of the movement shaped the trade union elements of the 
party, in Great Britain until 1930 and even afterward, the trade 
unions actually shaped the political arm. In Great Britain the 
: ultimate aim was not a Marxian state, but rather a democratic 
2 state in which Labor would have a directing force. There was an 
P acceptance of the social and therefore of the hierarchical structure 
L of the nation, even though this structure acts at cross purposes with 
L the aims of sincere Marxists, which the British are not. There was 
a lack of rigidity in the party aims, just as there was a philosophy 
unencumbered by doctrinaire demands. 

5 In 1935, however, Sir Stafford Cripps, who was the theoretician 
of the party until his resignation—which was later rescinded— 
definitely advocated a socialist form of government in the strict 
Marxian sense. But to the rank and file of the party such a policy 
: was above comprehension. True, the coalminer, the shipbuilder, 
: the railway worker and many other classes of industrial workers, 
realized the expedient value of nationalization of their own in- 
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*1 Brigadier General George Cockerill, letter to New York Times, December 8, 1940. 
22 Labor, the War and the Peace, op. cit., p. 3. 
*3 Ernest Bevin, quoted in Life, November 11, 1940, p. 108. 
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dividual industries both to themselves and to other members of 
their class, but it is extremely doubtful whether they did or could 
understand the significance of a state established on a philosophical 
base of Marxism. It is the task of the politician who advocates a 
definite philosophy—which the professional politician rarely 
does—not only to understand but also to make his adherents 
understand what he believes in. Blind obedience of the mass is 
what makes dynamic leaders, but the socialist conception of the 
state is on an entirely different basis. Leaders must come from the 
mass, but the mass must understand and be intelligent enough to 
criticize the leaders. ‘““The Labor Party,” declared the report of 
the 1937 annual conference, “‘has never exercised an iron disci- 
pline nor does it demand unthinking loyalty. It encourages free 
discussion and it has been tolerant in its fellowship. It seeks a 
loyalty to its general principles, based on understanding and demo- 
cratic consent.” 

Although “Labor party” is frequently used synonymously with 
“socialist” in Great Britain, it requires a great stretch of the 
imagination to believe that the British Labor party is completely 
socialist. It must decide “whether it wants to be Socialist or Social 
Reform,” or as one National Liberal M.P. candidly put it, “they 
must decide whether they are out to destroy the capitalist cow or 
to milk it.’”** The party consistently refused to enunciate a clear- 
cut and straightforward policy, and until the middle of the 1930's 
this refusal, together with the federated structure of the party 
organization, was the source of its greatest strength. Thus it was 
able to gather within its ranks the great mass of trade union ele- 
ments, a large stratum of the lower middle class, the coopera- 
tive movement and a great number of the intellectual and pro- 
fessional classes. It consistently pursued a middle-of-the-road policy, 
and therefore it has never been completely understood by the 
electorate. On the other hand, perhaps this was the only means 
by which it could secure the confidence of the people. Had it de- 
cided to turn socialist, the Labor party would have had to educate 


24 The Fortnightly, vol. 140, new series (July 1936) p. 32. 
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the electorate to a new philosophy. It could not undertake this 
tremendous task unless its main constituent forces were firmly 
united regarding the new philosophy, and there is no such agree- 
ment on Marxian socialism. 

What the party did do was to refuse in 1936-37 to align itself 
in the Popular Front with other parties, including the Communist. 
This refusal was based on four points. First, the Labor party 
minimized the need of combating the growing menace of inter- 
national fascism; and second, it ridiculed the growth of the fascist 
movement in Great Britain.” Third, it did not recognize the other 
opposition parties in Great Britain as major political units, and 
preferred to have them operate within the framework of the Labor 
party.”¢ Finally, it refused any alliance with the Communist party, 
maintaining that the party had no individual national life of its 
own but was merely an arm of the Comintern.” Only the last two 
reasons are sound: the first two showed a distinct lack of political 
understanding and acumen. 

Labor’s present policy, I believe, is to a large measure an ex- 
tension of this past history. The movement accepts all the basic 
elements and the fundamental structure of the British democracy. 
Like any other party in Britain’s past history, it is deeply immersed 


25 Hugh Dalton, “The ‘Popular Front,’” Political Quarterly, vol. 7, no. 4 (October- 
December 1936) p. 481 ff.: “The most powerful motive behind the formation of the 
Popular Front in France was the internal threat of Fascism. It was a domestic, not 
an international, motive.” Since supposedly no such danger existed in Great 
Britain, it followed that there was no need for a Popular Front in Britain. 

26 Ibid. With respect to the electoral strength of the other minority parties, Dalton 
felt that only the Liberals, with approximately 1,500,000 votes in 1935, were impor- 
tant. But, since the Liberal was an “individual voter” and not a party voter, union 
was impossible. The 1936 Annual Party Conference Report declared on p. 300 that 
“in Britain the strength of the Communist Party and its electoral success have 
been negligible.” The Communist pary has only one representative in the House 
of Commons. 

27 Report of the Thirty-sixth Annual Conference of the Labor Party, 1936 (London 
1936) appendix 9, p. 300: “Unlike the British Labor Party, it [the Communist 
Party] does not represent the free and unfettered expression of opinion of its own 
membership. In the future, as in the past, it must, while its present constitution 
remains, accept its instructions not from its individual membership, but from the 
Communist International.” 
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in British tradition and culture. New ideas must be cloaked in 
old institutions. Substance may change, but form remains. The 
Labor party has preferred, says Clement Atlee, “to convert public 
opinion to the righteousness of its cause, and to secure legislation 
by constitutional methods rather than to be driven to the use of 
force.” This is in direct opposition to the orthodox Communist 
doctrine as acted on by the Communist party in pre-Hitler Ger- 
many, when it fought against social legislation on the ground that 
such legislation was but a bribe to lure the working classes into 
acceptance of a capitalistic state. 

The Labor movement seeks to abolish many of the injustices 
and inequalities that are inherent in Britain’s social system of 
aristocracy, but it seeks to do so within the framework of the exist- 
ing constitutional democracy. It wants to change its own status 
from that of a minority to that of a majority; and to shift the 
balance of internal power from the aristocratic, industrial and 
financial classes that have governed Great Britain for the past three 
hundred years to the working and lower middle classes. It wants 
to accomplish these ends by peaceful means. 

The movement is fundamentally nationalist in character, though 
in policy and statement it may appear quite internationalist. It is 
significant to note that it is this policy of internationalism which 
is shaping Labor’s declarations of its views of the postwar period. 
Furthermore, this internationalism is predicated not on rigid phil- 
osophical grounds but upon what are looked on as the urgent 
necessities of reality. The movement has realized that “the defense 
of labor standards abroad is necessary for the protection of labor 
at home.” It has never set itself up against the state, as did Con- 
tinental movements and especially the Communist parties, because 
it realizes that the great majority of its supporters see in govern- 
ment the living embodiment of their own political expression. 
The party, since its sorry lesson with the first MacDonald ministry, 
has vowed never again to accept responsibility without power. 
Moreover, the movement firmly believes in a biparty political sys- 


28 Quoted in Labor’s Peace Aims, op. cit., p. 4. 
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tem, in contrast to any of the totalitarian movements. Labor re- 
gards the House of Lords as an anachronism in its present position, 
but believes that “so long as the House of Lords continues to 
exist, the Labor case must be presented there. Moreover, it is 
legally necessary for a certain number of Secretaries and Under- 
Secretaries to be members of the Upper House.”*® Ultimately, the 
House of Lords would be abolished. 

These are the structural aspects within which the British Labor 
party acts, and out of which any changes must come. We have to 
realize that any new structure must take cognizance of the exist- 
ing institutions and mores of the community; it must build upon 
the history of the past, no matter what changes are made. The war 
has given to Labor the opportunity to become a full-fledged part- 
ner in government, and this opportunity it has been both glad 
and eager to accept. In view of present exigencies Labor has 
temporarily surrendered many of its time-honored defenses. It has 
submitted to compulsory arbitration; it has acquiesced to the 
power now vested in the Ministry of Labor to shift entire groups of 
workers to wherever the Ministry deems most necessary; it has 
submitted to the necessity of fixing wage rates and hours and condi- 
tions of employment.* It has done all these things because it feels 
that there has been a fundamental shift in temperament in the 
government, and because it feels that just as the working classes 
are agreeing to sacrifices and surrenders of their rights, so too are 
the privileged classes. At the same time, Labor realizes that it must 
always be on guard against those Conservatives who would make 
concessions to Labor in time of war but would bend every effort to 
strip it of its newly won political and economic positions the mo- 
ment peace is restored. Labor is sacrificing not only because any 
other course would be national suicide, but because it feels strong 


29 Report of the Thirty-sixth Annual Conference, op. cit., p. 293: “Furthermore, 
the creation of Peers in large number may prove to be the only possible way to 


abolish the House of Lords.” 
80For a complete and detailed discussion of the conditions and regulations of 


British Labor, see Frieda Wunderlich, “British Labor and the War,” Supplement 
III, Social Research (1941). 
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enough to protect for the future what it gives up for the present. 
There is confidence that out of the war will emerge a more equali- 
tarian, more democratic national state. The planned economy 
envisaged by Labor leaders is not formal, nor rigid, nor nihilistic. 
It is loose, cautious and evolutionary. This is not to say that there 
is complete willingness on each and every front; but there is the 
growth of a new outlook, based upon reality and need rather 
than upon doctrine and philosophy. 

“The needs of the war,” said Clement Atlee in the House of 
Commons on November 28, 1939, “are bringing, and will bring, 
more and more state intervention. Collectivism is being forced on 
the Government by the logic of events. Irritation and dislocation 
are the greatest where this is considered only a temporary inter- 
ference with what is normal. I suggest that we should begin now 
to plan as national services some of those parts of the nation’s 
activities which have hitherto been under private enterprise, and 
which are now under control.” He then proceeded to enumerate 
activities which he viewed as basic: transportation, mining, and 
the purchase of food and other necessities abroad. Great Britain 
nationalized all of these activities during the last war, but re- 
linquished them in the end because it then had a Parliament 
“more concerned with private profit than the national interests.” 
In view of this need for practical socialism, Atlee concluded, “why 
not make this collective machinery a permanent part of our na- 
tional machinery—and why not go into it with a good heart, and 
not grudgingly?” To those industries enumerated by Atlee have 
been added, at various times, munitions, shipbuilding and the con- 
trol and supervision of docking facilities. 

This is the crux of Labor’s policy: it would have the govern- 
ment approach the problems confronting it in a realistic manner. 
If certain strategic industries and activities should be nationalized, 
then nationalize them, as a realistic solution to the needs of an 
advanced social democracy. Sacrifices must be made, and changes 
must take place, but they must be predicated on the pragmatic 
requirements of a changing society in a changing world. Further- 
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more, there must be no compromise with the basic tenets of the 
democratic faith; there must not be—and there has not been— 
any basic interference with freedom of speech, press, assembly and 
worship. There must be an extension of the social service activities 
of the state, not with the totalitarian method of compulsion, but 
with democratic methods of cooperation and willingness. Old 
age, disability and survivors pensions must be increased. The vari- 
ous schemes of insurance—unemployment, health, old age and ac- 
cident—must be extended. The depressed areas must be rehabil- 
itated, and wherever that is impossible provision must be made to 
transfer and absorb the stagnant populations. Public works and 
better housing must be made permanent policies. Reform in the 
banking structure and eventual incorporation of the Bank of 
England into the Exchequer are viewed as necessities. The educa- 
tional system must be revamped, and its closely knit structure of 
restrictions must be broken down. All these are elements of Labor’s 
internal program, which is based on real need, not doctrinaire 
trapping. 

If it were asked exactly how much of this program Labor has 
accomplished during the war, then it must be answered that 
precious little has actually been achieved. Living allowances for 
soldiers’ dependents and old age pensions have been increased and 
unemployment insurance rates have been slightly raised. After 
the initial struggle over the Control of Employment Bill, which 
vested centralized control in the Ministry of Labor, amendments 
were secured providing that “before control is applied to any trade 
or industry, the Minister’s draft order must be referred to a com- 
mittee consisting of a chairman and an equal number of trade 
union and employers’ representatives. Their report must be laid 
before Parliament with the order.’’*! It is more significant that 
when the first Churchill ministry was organized Ernest Bevin, 
leader of one of Britain’s largest unions, that of the transport work- 
ers, was named Minister of Labor. Bevin possesses not only the 
confidence of Labor but also the respect of industrial and financial 


81 War Time in Westminster, op. cit., p. 13. See also Wunderlich, op. cit. 
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circles. Measures for the protection of health and for new medical 
services have been increasing in number, but these plans some- 
times come into conflict with the current need of increased pro- 
duction and therefore longer hours. At the same time, the long 
pending and overdue reform of the workmen’s compensation laws 
has been postponed. The Family Means Test, which determines 
the individual family need of insurance, is still on the books. The 
Trade Unions Act of 1927, with its provision for “contracting-in,” 
still exists.*? 

Incessant bombings and wartime hardships have brought new 
and pressing problems to the fore. The needs for bomb shelters, 
adequate wartime housing, sanitary provisions, communal food 
centers, evacuation of the civilian population and rehabilitation 
of the homeless are but a few of the problems created. The task of 
supervising these activities has been put in the hands of the Min- 
istry of Home Security. The transfer of Herbert Morrison to this 
post from the Ministry of Supply indicates that the government 
means to make sincere efforts to accomplish the task, but much 
remains to be done. 

There is one further aspect of Labor’s political activities during 
the war that must be considered: its plans for a postwar interna- 
tional community. There is a firm belief, predicated upon a defeat 
of the Axis powers, that out of the war will emerge a world more 
closely knit, more interdependent than ever before. The present 
emphasis on national political sovereignty is giving way to a new 
concept of political growth, based not upon the inviolability of 
national sovereignty, but rather upon its limitation. In itself, this 


82 Before 1927, if a trade union as a corporate body joined the party, each member 
of the union automatically also joined as an individual, unless he went through 
the process of “contracting-out.” This involved a statement from the individual 
that although the union of which he was a member was a corporate member of 
the party, he individually would not accept party membership and its financial 
obligations. In 1927, however, the Trade Unions Act was passed, and it completely 
reversed the process. The individual wishing to join the party with his union now 
had to “contract-in.” The result was a drop in union membership of the Labor 
party, from 1927 to 1928, of more than a million nationally affiliated members— 
from 3,238,939 to 2,025,139. 
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limitation takes two main roads. One is a limitation enforced by 
a regional power group, a development of the present stage of 
totalitarian thought, which will soon grow into a demand for world 
domination by one totalitarian group—the Nazi. This has already 
brought Germany into conflict with another totalitarian nation— 
Russia. Or there may be a limitation on sovereignty due to maturity 
of the international community, a concept which many believe to 
be the next step in the development of democratic theory and 
practice. British Labor chooses the second road. Here, too, it bases 
its choice on its inherent democracy. Freedom, not slavery, is its 
keynote. 

The war has brought British Labor into a position of greater 
prominence than it has ever occupied. It has never been so strong, 
nor so completely accepted. In turn, it has accepted its responsi- 
bilities. In its willingness, its eagerness to fight the Nazi menace, 
it shows the spirit of free men. Labor wants democracy to work 
by extending its scope, not contracting it; by freedom of choice, 
not suppression of liberty; by reason, not by nihilism. 


(New York City) 








INDUSTRIALIZATION IN 
PALESTINE 


BY HILDE OPPENHEIMER-BLUHM 


The Background 


From one point of view it would seem rather unimportant to 
study the economic problems of Palestine, a country with a popu- 
lation of only about 1,500,000—less than a quarter of New York’s 
—and an area but slightly greater than Vermont’s. But to regard 
Palestine chiefly in its quantitative aspect would not do justice 
to its importance. Not only are there sentimental ties between this 
country and about one third of the world’s inhabitants, but it 
presents an unusual number of highly complicated economic, 
social and cultural problems. The “Holy Land” of today is actu- 
ally, next to the United States, the chief immigration country of 
the world. It is a country where more than fifty languages are 
spoken as mother tongues, where the most eastern meets the most 
western pattern of life, where vivid manifestations of several 
thousand centuries are found side by side. Here is the Arab village 
in its mediaeval setting, and close to it a Jewish communal settle- 
ment which may perhaps contain elements of a future social order; 
barely twenty minutes from a modern power station of the latest 
type can be seen a man carrying water in a goatskin, as his ancestors 
did thousands of years ago. 

In these varieties of east and west, of old and new, the features 
of modern capitalism come more and more to the fore. As else- 
where, in Palestine the impact of capitalism finds its characteristic 
expression in growing industrialization. For the time being this 
process is confined chiefly to the Jewish sector of the country, 
which comprises about one third (500,000) of the total population. 
The Arab sector, which is not everywhere separate in location 
from the Jewish, still shows the features of a chiefly stationary 
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economy. It has a basis of a more or less self-sufficient agriculture, 
the so-called industries consisting mainly in the manufacture of 
soap, cigarettes, olive-wood products and religious objects. There 
were during the years 1936-38, in connection with the famous 
economic strike and the boycott of Jewish goods, attempts on the 
Arab side to build up other branches of industry. But these efforts, 
made in a period of depression, were not successful. 

The industrialization process in the Jewish sector is also recent. 
It has, after all, developed in a certain contradiction to the ideolog- 
ical aims underlying the erection of the Jewish homeland. 


Immigration: The Pioneer and the Refugee 


The real work of reconstruction of the Jewish homeland began 
only in the first decade of this century, when a new type of im- 
migrant started coming to the country. They were in small groups, 
mostly of young people from eastern Europe, who had left be- 
hind them the comfortable urban life of middle-class citizens in 
order to follow their national and social ideals. Their aim was to 
lead the Jewish people “back to the soil,” and to establish a Jewish 
fatherland built by their own hands and based on a new social 
order. These “pioneers” founded a special kind of community 
settlement, the Kevutzoth,1 which actually were the basis of the 
new Palestine. When in 1917 the famous Balfour Declaration 
laid the political foundation of the Jewish national home, only 
four Kevutzoth existed, comprising altogether less than two hun- 
dred persons. At that time the entire Jewish population of the 
country amounted to 75,000: partly farmers and small shopkeep- 
ers living in a way quite similar to that of their Arab neighbors; 
partly persons engaged in religious studies and supported by re- 
ligious institutions abroad. 

After the Balfour Declaration the community settlements 
multiplied, expanded and developed. In 1937, they numbered 
fifty-seven, the biggest of them with seven or eight hundred in- 


1 The members of the Kevutzah have no private property, and farm on a collective 
basis. Food, clothes, housing and cultural necessities are provided by the community. 
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habitants each. Until the beginning of the war in 1939 there was a 
further considerable increase, and up to now the Kevutzoth repre- 
sent a most interesting experiment in community life and labor 
in an otherwise capitalistic environment. 

The ethical aspect of the work of these pioneers, their “religion 
of labor,” their hostility to any kind of exploitation, may be il- 
lustrated by their struggle to obtain the “privilege” of draining 
the swamps of Kabara. A concession for the drainage of these 
swamps was granted to the Palestine Jewish Colonial Association 
(“PICA”) in 1924. The company employed Arab labor and im- 
ported Egyptian coolies as well. The administration explained that 
it refused to employ Jewish labor because of the risks to life and 
health involved, especially for people of European origin, but 
the president of the company, Baron de Rothschild, was thus ad- 
dressed by a Jewish worker: “. . . we, the organized Jewish work- 
ers of Palestine, wish to share with you in the work as partners. 
. . . For us no labor is too hard; of death we have no fear. .. . 
If Kabara demands human sacrifices from us, it shall have them. 
. . » Ours is the privilege of dying for Kabara because we claim 
for ourselves the privilege of living upon it.’ 

Through the period of “heroic immigration” the number of the 
Jewish inhabitants of Palestine increased to 175,000 in 1931. It is 
evident that a movement of this character would not make possible 
any tendency toward industrialization. The 2500 so-called indus- 
trial establishments existing in 1930 were actually tiny enterprises, 
three quarters of them working with no more than three laborers, 
more than half with no more than one, and one third with no 
laborers at all. ‘Two thirds of these undertakings had a capital of 
$500 or less, more than half had $250 or less; only 8 percent had 
more than $500. 

Although a few single important establishments, such as the 
Potash works on the Dead Sea, the Nesher Cement factory and 
the General Electric power station, had already been founded dur- 


? Abbreviated quotation from Shlomo Bardin, Pioneer Youth in Palestine (New 
York 1932) pp. 93-94. 
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ing this period, the real industrialization process has taken place 
since 1933, after the fundamental change in the conditions of 
European Jewry and the mass immigration to Palestine. From 1933 
to the present, about 250,000 Jewish immigrants entered the coun- 
try. Before the immigration restrictions of the government came 
into force, in 1937, this small “province” absorbed more people 
driven out of Europe by the Nazi regime than any other country. 

The type of the Jewish immigrant of this period was obviously 
different from the earlier one. He was not a pioneer, -but a refu- 
gee. He did not come voluntarily but under pressure. In contrast 
to the pioneer, the refugee usually does not desire to change his 
vocation or his standard of living, but wishes to make as much use 
as possible of the knowledge he has acquired in the past. This 
fact constitutes, from the subjective point of view, an important 
element in the growing impulse to industrialization—the more 
so since, because of age, occupation in agricultural and other man- 
ual labor was frequently impossible.* 

No less important than the subjective side of the impulse was 
the objective side. This was a sudden necessity to absorb an un- 
expectedly large number of immigrants within a very short time, 
and a task of that magnitude could not be accomplished on a 
predominantly agricultural basis. The development of industrial 
opportunities was all the more urgent since the situation of Jewish 
agriculture was not favorable at that time. The main agricultural 
branch, citrus culture, suffered from the growing export difficulties 
entailed by the rapidly increasing world production of oranges and 
grapefruit. The next important branch, mixed farming, producing 
chiefly for the home market, had to cope with the competition of 
cheap Arab and even foreign products. 


31n reality, to be sure, there is not such a sharp distinction of types as stated 
here. Not all immigrants prior to 1933 may be called pioneers, and not all new- 
comers in recent years were refugees in the sense just defined. Formerly too there 
were people coming to Palestine under the pressure of circumstances. On the other 
hand, there were among the refugees many who were prepared to give up their 
past mode of life and readjust themselves. This is proved, for example, by the many 
intellectuals now working as agricultural settlers, laborers or craftsmen. Even so, 


the difference of types holds true in principle. 








NN eeeEeEeeeeEeeeEEEee 


442 SOCIAL RESEARCH 

The starting point for Palestine’s industrialization was thus the ti 
human factor, that is, the mass influx of immigrants who were i 
economically trained, such as former industrial entrepreneurs or b 
skilled workers or tradesmen, and who were equipped with knowl- t! 
edge, experience, ability, connections with foreign markets and ti 
to some extent even with capital. At least during the first years, Z 
the immigrants themselves imported a considerable amount of the t 


means required for their economic absorption. This capital came d 
to Palestine partly in the form of industrial machinery—according p 
to the special system of transfer applied by Germany—and thus a 
constituted an additional stimulus toward industrialization. p 

P 


Political, Social and Economic Conditions . 
In considering the conditions in Palestine pertaining to industrial 
development we find first of all a fundamental difference between fi 
Palestine and other countries now undergoing a similar process. a 


Since economic nationalism and the tendency toward self-sufficiency 
are usually the driving forces of industrialization in hitherto 
agrarian countries, government initiative and support are its de- 


cisive promoters. Governments undertake this task in various ways: t 
through protective duties; import and export monopolies; direct 
subsidies such as reduction of freight rates, supplying machinery, tl 
granting sites at low cost; and finally, even the establishment of t 
state enterprises, as has been done in Turkey, Iran and Egypt. e 
Jewish industrial economy in Palestine has enjoyed little assist- t 
ance of that kind. Save for the imposition of a few small duties, t 
the government took no steps to promote industrialization, and f 
even the Jewish institutions gave but little support to industry as P 
compared with their activities in the field of agriculture. As already t 
pointed out, one of the leading ideas underlying the erection of v 
the national home was the readjustment of the vocational struc- F 
ture of the Jewish people. This meant a reduction in the extent d 


of its participation in trade activities, the liberal professions, etc., 
in favor of an increase in agricultural pursuits. The large sums 
raised by world Jewry for the benefit of the colonization of Pales- P 
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he tine were, therefore, almost exclusively invested in agriculture, 
re in the purchase and cultivation of land. The new situation, created 
or by the recent mass immigration and the alteration of the type of 
j]- the Jewish settler, demanded from the Jewish institutions a men- 
id tal readjustment which took time. Scarcely ten years ago leading 
S, Zionists had hoped that the normal vocational structure of Pales- 
e tine Jewry would be 30 percent agricultural and 30 percent in- 
e dustrial, with the remaining percentage including all other occu- 
g pations. Bearing that hope in mind, it must be admitted that the 
1S actual proportion, according to the census of 1936, of about 15 


percent in agriculture, 33 percent in industry and building and 21 
percent in trade, is definitely unsatisfactory. Economic forces have 
so far proved to be stronger than the ideological conception. 

l This helps to make clear why Jewish institutions, until the last 
L few years, have done very little to encourage industry. Their main 
assistance to industry has been in their participation in loans to 
help a number of enterprises already in existence to overcome 
acute difficulties. Only on rare occasions have Jewish authorities 
given support to industrial establishments in the initial stage, as 
they did to Potash and General Electric.* 

The almost complete absence of an interventionist policy on 
the part of the government and other public institutions means 
that Palestine at present lacks the decisive support to stimulate the 
establishment and protect the development of industries. The ques- 
tion then arises as to whether other conditions are so favorable as 
to make up for this deficiency. Are Palestine’s natural resources, 
for instance, abundant? It must, of course, be stressed that the im- 
portance of this factor is generally diminishing, chiefly because of 
the development of synthetic chemistry. But there is still a long 
way to go before a country can reach a state of complete inde- 
pendence with respect to raw materials—let alone the particular 
difficulties which surround this problem in time of war. 





*It may be mentioned that American private capital has taken an active part in 
the development of these two companies, especially of the former, through the 
Palestine Economic Corporation. 
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In point of natural resources, again, Palestine is not one of the a 
favored countries. Apart from the quasi-monopolistic products of tk 
the Dead Sea—potash and bromines—and certain unexploited tc 
sources in the Negev Province (the southern desert), raw materials W 
are scarce and must be imported from abroad. Because of the low Ic 
level of world prices in the period of depression, this circumstance fa 
did not hamper the industrialization process in its initial stage, 
but it proved to be a difficulty as soon as world prices increased. m 
The possibility of adapting the prices of manufactured articles to ti 
the rise in production costs was very limited, considering foreign 
competition at home and abroad and the absence of government in 
protection against it. to 

These disadvantages are the more important because cheap co 
labor, the second chief condition for low production costs, is also re 
lacking in the Jewish sector of Palestine. The question of wages te 
and of the standard of living of the working classes involves some hz 
of the most complicated economic and social problems of the of 
country. The Jewish worker coming from Europe to Palestine lit 
found himself confronted with the competition of his Arab col- fo 
league, who lived on a standard completely unacceptable to him. of 
One of the main tasks of the Jewish labor organizations has been fa’ 
the attempt to find a-solution for the difficulties arising from a cr. 
double standard of living and consequently a double wage-level. a 
On the one hand, they had to provide jobs for their members; on Ir. 
the other hand, according to their principles, they had to take a Er 
friendly attitude toward their Arab fellow-workers. The only way in 
out of this dilemma they have found thus far is to oblige employ- re 
ers to engage only Jewish workers, with the proviso that this re- po 
striction shall be lifted as soon as the organization of the Arab di 
workers has raised their wages up to the Jewish level, or near it. pr 
This offers a line of action rather than a real solution of the princi- mi 
pal problem. As a matter of fact, there has been a hard struggle of 
for and against Arab labor. In spite of the attitude and the active int 
interference of the Jewish trade unions, Arab labor has actually ba 
played an important role in the Jewish citrus groves and building sol 
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e activities. Jewish industry, however, has on the whole had to accept 
f the European wage-level of the Jewish worker. This is from 30 
to 100 percent above that of the Arab in Palestine, and that of 
workers in neighboring countries such as Syria or Egypt is much 
lower still. In considering Palestine’s competitive position, this 
fact must also be kept in mind. 

Thus, as far as the basic elements of production costs, raw 

materials and manual labor are concerned, the position of Pales- 
) tine’s industry is not exactly favorable. 
A further important factor in industrial development is market- 
ing. The Palestine home market has been confined almost entirely 
to the Jewish sector of the country, for the majority of the Arabs 
) consume only a negligible amount of industrial goods and the 
) rest, at least temporarily and in part, reject Jewish products. The 
3 technical minimum of output required for profitable production 
7 has in many branches been absorbed by the mass immigration 
of recent years. Yet the possibilities of development have been 
limited, since even the small home market is by no means reserved 
for local production. Not only is Palestine’s customs tariff one 
of the lowest in the world, but the country must, according to the 
famous Article 18 of the mandatory treaty, admit without dis- 
crimination the products of all members of the League of Nations. 
The only exceptions are those Asiatic countries such as Syria and 
Iraq which before the first World War were a part of the Ottoman 
Empire. This obligation has turned out to be a serious obstacle 
in concluding trade agreements and attaining a certain amount of 
reciprocity in trade relations. No wonder, therefore, that Palestine’s 
position with regard to foreign markets has proved to be even more 
difficult than with regard to the home market. It has a largely un- 
protected and unsupported industry in the initial stage, which 
must meet high tariffs, quotas, bilateral agreements, limitations 
of currency transfer, and all the remaining obstacles of modern 
international trade, and which is established in a country without 
bargaining power. The home market, after all, until the war ab- 
sorbed 90 to 95 percent of Palestine’s industrial production. 
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The Facts of Industrial Development 


Considering these conditions, it is hardly credible that industry 
could be established at all. The questions arise: Which branches 
have so far developed? On what factors has the development been 
based? What are the prospects for the future? 

Table 1 shows that in the course of seven years the number of 
establishments and workers has more than doubled, the output 
more than trebled, the capital invested increased more than five- 
fold and the horsepower tenfold. The tendency toward larger 
establishments with a broader capital basis—that is, toward a 
real industry—is evident. It is true that even today the small and 
medium enterprise predominates. In the official statistics the 
group of “factories” represents enterprises employing more than 
ten workers and having an annual output worth at least $25,000. 
According to European or American notions these are very modest 
figures indeed! In this group we find an average of twenty-eight 
workers, of $55,000 of output and of $89,000 of capital investment 
per enterprise. Only four establishments, General Electric, Potash, 
Nesher Cement and Shemen Oil and Soap, might be called big 
enterprises in the usual sense of the word. They average a total 
of eight hundred workers, about $2,000,000 of annual output and 
about $6,800,000 of capital investment. 

Since in Palestine all risks involved in industrial activities rest 


Tasre I. Jewish Inpustry In PALEsTINE* 








Index 
7930 1937 (1930=100) 

Establishments 2,475 5,606 227 
Personnel: 

Workers and owners 10,968 30,040 274 

Workers only 6,700 18,160 271 

Value of Annual Output $12,200,000 $45,000,000 363 

Capital $10,900,000 $57,300,000 520 

Power installed (H.P.) ‘10,100 106,495 1,050 





@Industry here means factories, workshops and handicrafts. Building construction, 
packing of citrus fruit, water supply and the hotel business are not included, 
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on the individual entrepreneur, it is logical that industrialization 
should start with enterprises of a comparatively small size—in 
- contrast to other Near Eastern countries, for instance. There the 
greater safety provided by government support frequently permits 
industries to start out as rather large establishments; nor should 
we forget the cases in which government itself has been the en- 
trepreneur. In Turkey are the well known undertakings of the 
Suemer Bank, cotton mills, paper and shoe factories, with a capital 
of fifteen or twenty million dollars. In Egypt are the big enter- 
prises of the Misr Bank; in Iran a new cotton mill which started 
with 25,000 spindles—five times as many as the largest factories 
in Germany had in the middle of the last century. 

It must be pointed out that about 75 percent of the industry of 
Palestine is engaged in the production of consumer goods. Dur- 
ing the main immigration years of 1933-35, about one third of 
industry was more or less connected with the building market. 
In the following years this proportion decreased. As a whole, 
about one quarter of the Jewish population depends directly on 
industry. The respective importance of the various industrial 
branches in 1937 may be seen in Table 11. 

The last census demonstrates that the production of foodstuffs 
plays the most important role. With regard to the home market, 
some parts of this branch always enjoy the natural advantages 
of guaranteed freshness, direct contact between producer and 
consumer and quick delivery. But beyond that, a considerable 
number of Palestinian-made articles have entered into competi- 
tion with foreign products because of their really high standard 
of quality. This is the case with chocolates, candies, some kinds 
of wine, beer and other liquors, as well as edible oils and various 
sorts of preserves. There is no doubt that some of the Palestinian 
chocolates, for example, rank today with those of highest quality. 
During the last years before the outbreak of war a promising 
export of these articles had started to develop. From 1934 to 1938 
exports of chocolate increased from 5,000 to 150,000 kilos; of 
confectionery and candies from 24,000 to 1,516,000. Considering 
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Taste II. Brancues OF INDUsTRY IN PALESTINE, 1937 
Personnel on Value of 
Number of census day, annual Capital 
Branch establish- 1937 (owners, production (in 
ments clerks, in 1936 (in dollars) 
workers) dollars) 

Food 383 3,950 $11,388,000 $8,158,000 
Textiles 116 1,580 1,864,000 2,394,000 
Clothing 1,207 3,470 2,696,000 1,409,000 
Metal Works 600 2,760 3,895,000 3,506,000 
Machinery 433 1,470 1,488,000 1,260,000 
Timber Products 657 3,030 3,983,000 2,383,000 
Leather Works 683 1,840 2,074,000 985,000 
Printing and Paper 

Products 425 2,830 2,947,000 2,879,000 
Chemicals 91 2,050 4,385,000 7,903,000 
Stone, Cement, etc. 251 3,280 5,282,000 6,532,000 
Electrical Machinery, etc. 122 530 712,000 716,000 
Miscellaneous 634 1,880 1,406,000 1,229,000 
General Total 5,602 28 ,670 42,120,000 39,354,000 
Electric Plants 4 1,370 2,880,000 18,282,000 
Tora 5,606 30,040 45,000,000 57,636,000 











Palestine’s lack of bargaining power, it is only natural that the 
neighboring and less advanced countries of the Near East were 
the chief buyers of these products. 

Hardly less important than the production of foodstuffs are 
the branches centering on building and housing, such as the stone 
and cement, timber and metal industries. This whole division, 
chiefly dependent on new immigration, is a quite unstable ele- 
ment in Palestine’s economic life—in contrast to food production 
or textile, clothing and leather industries. 

The latter branches, too, have considerably developed in recent 
years. As in all matters concerning this small country, absolute 
figures are insignificant. The real progress is made clear in the 
fact that from 1934 to 1938 exports of cotton yarn and thread in- 
creased from 7,000 kilos to 234,000; of cotton piece goods from 
some hundred to 78,000 kilos; of stockings and socks from 32,000 
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pairs to about 99,000—while the main activity of these branches 
was the supply of the home market. A similar development appears 
in regard to production of shoes, handbags and other leather 
goods. As to shoes, Palestine has had to cope with the severe and 
for a time even dangerous competition of Syrian factories which, 
because of their extremely cheap Armenian labor, were in a posi- 
tion to throw great quantities on the Palestinian market at ex- 
tremely low prices. If Palestine succeeded in developing her own 
industry in spite of these difficulties, the main reason must be 
found in superior quality. In 1940 a new agreement with Syria 
brought some relief even to factories producing inferior grades. 

Much easier is the position of the chemical industry, at least 
of the quasi-monopolistic companies relying on the resources of 
the Dead Sea. Exports of potash and bromine had a value of about 
$500,000 in 1935, and of more than $1,500,000 in 1938, consti- 
tuting about 42 percent of Palestine’s total industrial exports. 
) Furthermore, production of other chemical articles such as phar- 
maceuticals, cosmetics and toilet goods has been started. In the 
home market they have more and more replaced the competing 
products from Europe, and some export to the neighboring coun- 
tries has begun. Bearing in mind future industrial development 
rather than the present situation, two other important establish- 
ments must be mentioned: the refinery in Haifa, set up at the 
outlet of the Iraq Petroleum Company pipeline, which carries 
the Mosul oil to the Mediterranean; and the Sieff Institute in 
Rehoboth, which is efficiently investigating the various possibili- 
ties of industrial utilization of citrus fruits. 

This short survey leads to one main conclusion: apart from 
the natural advantages of the Dead Sea and of the only partially 
exploited geographical position of the country, as in its relation 
to the pipeline, the human factor has been the big asset of the 
whole development. It not only started the process but, once it had 
been started, turned out to be the very center round which capi- 
tal and technical equipment revolved. Because of their specific 
knowledge, connections, energies and abilities, the entrepreneurs 
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and workers from central Europe carried with them a propensity 
for better quality and the development of promising specialties. 
The number of failures, inevitably involved in new ventures, 
has not been unduly great. Worse than these has been the fact 
that the newly established industries were put to a severe test in 
the very first years of their existence. Since the end of 1935, the 
process of expansion has slowed down to a considerable degree. 
The decline in immigration caused by the political attitude of the 
government, the dwindling of capital imports entailed by the 
growing transfer limitations of the European countries, the in- 
fluence of the Arab strike in 1936, the boycott of Jewish products 
by the Arabs—all these factors meant a severe setback to several 
branches of industry. This setback revealed two weak points in- 
herent in Jewish economy in Palestine: its dependence on a steady 
influx of new purchasing power from abroad, and on peace and 
security—by no means guaranteed—within the country. As al- 
ready mentioned, the decrease in immigration especially affected 
the building market and the industries connected with it, whose 
output fell about 50 percent. Other branches, such as textiles and 
the shoe industry, suffered not only from the general decline of 
purchasing power but also from the devaluation of the French 
franc, which made competition with Syria even harder than it had 
been before. The upward trend of the quasi-monopolistic indus- 
tries, the production of foodstuffs and the remaining export 
branches remained almost, or completely, uninterrupted. 


The War 


With the outbreak of war, and especially with the participation 
of Italy, Palestinian industry entered a new stage. It is not yet de- 
cided which forces may prove the stronger, those promoting or 
those hampering further industrial development. On the one 
hand, imports of articles from central, northern and western 
Europe, which hitherto competed with Palestinian products, have 
stopped almost completely. At the same time, the government has 
created an additional demand for various kinds of war supplies, 
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such as construction materials for roads and buildings, clothing, 
shoes and foodstuffs for the army, electrical articles, chemicals and 
pharmaceuticals. And prospects have improved for exports to East- 
ern countries formerly dependent on imports from Europe. 

On the other hand, the possibilities of taking advantage of these 
opportunities have been limited. After Italy’s entrance into the 
war and the closure of the Mediterranean, the communication 
problem became highly involved. One way to and from Palestine 
led through Egypt and the Red Sea, which also was closed to traffic 
for considerable periods. There remains then only the eastern 
route through the Indian Ocean, connected with Palestine by the 
Iraqian desert, which actually is more a barrier than a connection. 
In these circumstances, the exchange of goods with Palestine’s 
leading buyers and suppliers, first of all Great Britain, can no 
longer be accomplished. The branch suffering worst from the lack 
of transport facilities is citrus culture. Usually almost 100 percent 
of the harvest has been exported, about 80 percent of it to Great 
Britain and the rest to other European countries. Since until now 
citrus culture has been the most important branch in the country’s 
economy—about 200,000 people, half Jewish and half Arab, de- 
pending on it directly or indirectly—its breakdown has had a 
far-reaching influence on purchasing power, and consequently on 
the home market for industrial products. 

The question of the extent to which this setback can be compen- 
sated by the new opportunities described above is still open; the 
more so as the opportunities themselves are subject to the trans- 
port problem. The supply from Europe of indispensable raw ma- 
terials and of such goods as machinery and spare parts, has been 
almost cut off. Several attempts have been made to overcome these 
import and export difficulties, including local cultivation of plants 
which can be utilized as raw materials, such as medicinal plants 
for the production of pharmaceuticals; and above all the estab- 
lishment of closer economic relations with other countries of the 
Near East, and between the Near and the Middle East. These 
efforts were manifested in special conferences of the governments 
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concerned, in Cairo and Delhi, and may solve some of the raw 
material problems of Palestinian industry, enabling it to take 
advantage of the opportunities offered by the cessation of Euro- 
pean imports. During the first months of 1941 the index of the 
number of working days in Jewish industry was 10 to 20 percent 
higher than that of the last twelve prewar months. 


The Prospects 


It is certainly premature even to touch upon the question of 
Palestinian industries after the war, for their possibilities and 
prospects depend altogether on its political outcome. The merely 
economic aspects, however, may be thus summarized: 

1. Since Palestine does not have rich natural resources, except 
for potash, the prospects of Palestinian industry improve with 
the steadily increasing universal emancipation from this factor. 

2. Industry in Palestine is first of all based on the experience, 
knowledge and special abilities of her European Jewish inhabi- 
tants, a fact which results in a certain superiority to other coun- 
tries of the Near and Middle East. This superiority may be limited 
by time, lasting only until the same knowledge and abilities have 
been acquired by the oriental population of the other countries. 
As a matter of fact, training and knowledge are becoming more 
and more transferable. Two circumstances, however, must be 
taken into account. First, Jewish immigration into Palestine in- 
volves a close personal contact with the western world and its 
latest achievements. The more continuing immigration in the 
future maintains this contact, the longer Palestine’s advantage 
may continue. Second, for a considerable time to come there may 
remain specific differences between the oriental and the occiden- 
tal, making the latter a more efficient industrial worker. 

Under these conditions, a division of interests between Palestine 
and the neighboring countries may possibly develop—Palestine 
relying on her better labor, the others on their cheaper labor. 
Such an outcome would be a mitigation, although certainly not 
a solution, of the problem of competition. 
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3. As to the capital required for the further development of 
Palestinian industries, the question of private investments is 
closely connected with the political and economic world situa- 
tion. But, just as in other countries, private capital will not suffice 
to nurture the young industries. Government and Jewish institu- 
tions will have to contribute their part by providing funds for 
promotion and additional credit. 

4. The marketing question in some branches is the question 
of the minimum size necessary for production to be profitable at 
all; in other sections, where the minimum size is granted, the 
absorption of new immigrants is bound up with an expansion of 
the marketing facilities at home and abroad. Removal of the 
limitations discriminating against Palestine in the field of foreign 
trade is, therefore, an important condition for further develop- 
ment. Moreover, the connections with eastern countries, recently 
established as emergency measures in time of war, may become a 
considerable asset in the marketing of Palestinian products after 
the war as well. 

If these findings are accepted, it is a conclusion rather than a 
prediction that the absorptive capacity of Jewish industry in 
Palestine may increase three-, four- or even fivefold, within a com- 
paratively short time. But even then its economic weight would be 
small in comparison to that of industries in European or Ameri- 
can countries. One may thus logically ask whether, after all, this 
whole development is “necessary.” The answer depends on the 
Starting point. In the establishment of a Jewish national home 
economically fairly well consolidated, it would seem indispensable 
to promote its industry. Then comes the question of whether the 
national home itself is necessary. A justification for it, at least in 
its character as refuge for great masses of Jews, has been seen in 
our own time, for Palestine has absorbed more immigrants of 
this new wave than any other country in the world. As for the 
solution of the Jewish problem in principle, the answer—if there 
is one—would obviously be beyond the scope of this study. 


(New York City) 





MONETARY EQUILIBRIUM AND THE 
NATURAL RATE OF INTEREST 


BY HANS NEISSER 


Wicxsexx’s concept of the natural rate of interest has been con- 
sidered a most powerful tool of analysis in monetary dynamics. 
It was designed primarily to explain the processes of cumulative 
price changes, and to provide a simple guiding principle for a 
banking policy aimed at monetary equilibrium. The causal se- 
quence as usually accepted is reversed. According to Wicksell’s 
concept it is not the changes in the stream of purchasing power 
which create disequilibrium and particularly affect prices and 
interest rates, but rather it is the discrepancy between the bank 
rate and the natural rate of interest which acts as the starter. In 
other words, the quantity of purchasing power that would ensure 
equilibrium is to be found from the state of the credit market. 

The validity of the Wicksellian approach has been almost 
generally accepted; his concept of monetary equilibrium has been 
declared to be even more useful than the traditional concept of 
general equilibrium.’ The recent publication of Myrdal’s Mone- 
tary Equilibrium? may familiarize the American reader with the 
Wicksellian approach, which, in principle, is upheld in the book. 
Keynes, however, after having followed the Wicksellian path in 
his Treatise, substituted a fundamentally different approach in 
his General Theory, published after the appearance of the German 
original of Myrdal’s book. To most monetary theorists outside the 
“neo-Cambridge” school, Keynes’ attitude may have appeared 
only as one of the whims of a brilliant but eccentric economist. 
But this change in approach seems to me to confirm certain mis- 


? Ragnar Frisch, “On the Nature of Equilibrium and Disequilibrium,” Review of 
Economic Studies, vol. 3, no. 2 (February 1936) p. 105. 

? Gunnar Myrdal, Monetary Equilibrium (London 1939); translated from the Ger- 
man, “Der Gleichgewichtsbegriff als Instrument der geldtheoretischen Analyse” in 
Beitrége zur Geldtheorie, edited by Friedrich A. Hayek (Vienna 1933). 
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givings about the fundamental concept on which Wicksell’s theory 
was built, and especially about the interpretation of these con- 
cepts by what has been called the “neo-Wicksellian” school.* 


The Natural Rate as Schedule 


It has become more and more customary to identify the natural 
rate with “the anticipated profit to be made by the use of the loan.” 
Myrdal establishes equality between profit and interest rate as 
the first Wicksellian condition of monetary equilibrium, the sec- 
ond condition being equality between savings and investment. 
This equality of profit and interest rate is based on a famous pas- 
sage in Wicksell’s Lectures: ‘“The rate of interest at which the 
demand for loan capital and the supply of savings exactly agree, 
and which more or less corresponds to the expected yield on the 
newly created capital, will then be the normal or natural real 
rate” (italics mine). Myrdal himself is aware of the difficulties 
arising from this definition, although his solution is not satisfac- 
tory. Marget, however, accepts the definition as almost axiomatic.® 

But the “anticipated profits” to be made by the “use of the 
loan” are represented, in a given moment, not by a certain mag- 
nitude, but by a schedule of magnitudes, corresponding to the 
differing amounts of the capital stock used in cooperation with 
other factors of production. This function is usually considered 
as monotonously falling from the left to the right. But if so, in 
what sense can the bank rate, being a certain magnitude and not 


8 Limiting the present discussion to a review of the natural rate concept does a 
grave injustice to Myrdal. His book contains, in addition to the interpretation of 
the natural rate, a most original contribution to the theory of capital gains—a con- 
tribution which, since the publication of the German version in 1933, has already 
proved very fruitful and given rise to further investigations by Lindahl and 
Marschak. Lack of space, however, forbids a full evaluation here of Myrdal’s book. 
*Knut Wicksell, Lectures on Political Economy (London 1934) vol. 2, p. 193. The 
demand schedule for credit or capital used in this context in the present article 
links the total amount of funds entrepreneurs want to keep invested at a given 
moment, to the rate of interest (or “cost of investment”). 

5 Arthur W. Marget, Theory of Prices (New York 1938) p. 204. W. Fellner, in his 
article on “Savings, Investment and the Problems of Neutral Money,” Review of 
Economic Statistics, vol. 20, no. 4 (November 1938) p. 185 ff., noticed the grave 
defect of the definition in question. 
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a schedule, be said to differ from the schedule of expected profits? 
Obviously, to any given numerical value of the bank rate corre- 
sponds a certain point on the schedule of anticipated profits: bank 
rate and marginal profit rate must always be in agreement. In 
other words, if the interest rate is lowered because of the intro- 
duction of some new element, the only effect is that capital is 
brought within reach of investments, which had been unable to 
materialize before because they did not promise a sufficiently 
high return. Strictly speaking, any entrepreneur drives his invest- 
ments so far that the return expected from the last doses equals the 
price of the loan, due account being taken of risk. This principle 
is generally acknowledged as governing investment of “‘voluntary” 
savings; and surely it does not make any difference for the indi- 
vidual borrower whether, according to certain criteria, the funds 
lent by the bank represent “genuine” savings or not, or in other 
words whether the change in the bank rate was due to credit ex- 
pansion or to the increase in savings deposits. 

For similar reasons it is impossible to uphold the definition in 
question by interpreting the discrepancy between the natural rate 
and the market rate as a “virtual” magnitude. A difference be- 
tween the water levels in two communicating tubes is eliminated 
by a transfer of water from one to the other, but a “virtual” dif- 
ference in the water levels must exist before this flow can be set 
into motion. This seems to be Myrdal’s interpretation: “Hence, 
Wicksell’s theoretical argument requires that, in computing the 
rate of return, which we substitute for Wicksell’s ‘natural rate,’ 
the real capital, the investment of which is planned, and not the 
existing stock is taken account of.’’® Indeed, there is a difference 
between the expected profit from the marginal dose of the existing 
stock (equal to yesterday’s market rate) and today’s market rate, 
which, other things being equal (especially the production func- 
tions), must be lower than yesterday’s rate to secure the invest- 
ment of the available funds. But obviously such momentary virtual 
discrepancies are not a peculiar consequence of the bank’s in- 


6 Myrdal, op. cit., §34. 
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tervention in the money market; they occur whenever and for 
whatever reasons the market rate is changed. Nor is it clear why 
the profit expected from the marginal dose of the existing stock 
is a more natural magnitude than that expected from the dose to 
be invested today. 

It is this general rule—that the anticipated profits from mar- 
ginal investment always coincide with the interest rate—that 
makes unintelligible any statement about a “discrepancy” be- 
tween the bank rate and the natural rate, so long as the latter is 
defined as a given schedule of expected profits. It makes no differ- 
ence whether the expected profits concept is used explicitly or only 
as the logical basis for the definition of the “natural rate”: the 
fundamental objection is equally valid in the latter case. Myrdal 
introduces as an alternative criterion the equality of (or discrep- 
ancy between) the capitalized value and the reproduction costs 
of a capital good.’ The costs are current costs and the net return 
to be capitalized is anticipated profits; but since investment would 
be driven to the point where anticipated profits capitalized at the 
actual interest rate would equal costs, the criterion is no more 
useful than the first formulation. The same flaw spoils Keynes’ 
theory of the ‘“‘modus operandi of the bank rate” in the Treatise, 
which is based on the assumption that the prospective net yield of 
a capital good is not affected, directly and substantially, by changes 
in the interest rate which serves as capitalization factor.* The net 
yield of a capital good, however, is not inherent in it like a physi- 
cal property, but depends on the conditions under which the good 
is put into operation; and the lower the interest rate the more the 
use of the good is extended to opportunities promising a lower 


and lower yield. 


The Natural Rate as Magnitude: Savings and Investment 


There can be scarcely any doubt that Wicksell originally con- 
ceived the natural rate as magnitude, with a given value under 


7 Ibid., chapter 4, §11. 
8 John Maynard Keynes, A Treatise on Money (London 1930) vol. 1, ch. 13, sec. 2. 
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given circumstances, and not as a schedule, though the quotation 
above does not stand quite isolated. The discussion in Interest and 
Prices, in the pertinent chapters 7 and 8, expressly examines that 
rate of interest which is apt to stabilize the commodity price level, 
and calls this rate the “natural rate.” This is compatible only with 
an interpretation of the natural rate as magnitude.® As pointed 
out in the beginning, there is an indirect way of determining more 
exactly the specific magnitude in question, namely through the 
size of the money flow which, in given circumstances, would bring 
about stabilization. Wicksell, however, was convinced that a more 
direct way exists, based on the general theory of interest. He seems 
to have been unaware that in his own approach he blended at least 
two fundamentally different ideas, the second of which will be 
discussed in the following section. Wicksell’s starting point was 
the interest rate which would be established if “real capital goods” 
were lent and borrowed in kind.’ In the course of his analysis, 
however, he was driven more and more in the direction of what 
Myrdal calls the second Wicksellian condition of monetary equi- 
librium, the equality between savings and investment, as indi- 
cated in the quotation above. As is well known, this criterion has 
definitely broken down since Keynes proved that the usual defini- 
tion of income, as equal to the value of the current net output, 
secures equality between aggregate savings and aggregate invest- 
ment for any time period, regardless of the source of investment 
and the use of the savings. Briefly, if savers hoard a part of their 
savings from current income, they create dissavings for entre- 
preneurs, reducing aggregate savings to the level of investment; 
and if banks expand credit, they create, along with added real in- 
vestment, additional profits and savings for some entrepreneurs. 

Keynes’ proposition is not incompatible with Wicksell’s “‘natu- 
ral” approach to the capital market problem. For monetary re- 
striction or expansion would influence the value and, in certain 


®Knut Wicksell, Interest and Prices (London 1936); translated from the German, 
Geldzins und Giiterpreise (Jena 1898). 
10 Tbid., p. 103 ff.; Lectures, op. cit., pp. 190, 192. 
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circumstances, even the volume of the supply of real capital goods. 
The latter possibility could be overlooked as long as the free real 
capital was considered, as in Jevons’ view, to consist of stocks of 
consumption goods, which presumably would already exist at the 
beginning of the income period, and therefore seemed to be ouc- 
side the reach of banking policy. Wicksell leaned to Jevons’ view- 
point in his earlier study,? but eventually he came to recognize 
that the “free capital really has not any material form at all but 
consists in a change in the disposition about productive services.’’* 
As Wicksell himself pointed out, credit expansion might increase 
the physical volume of the current capital goods’ flow by a process 
which we now call “forced saving”—namely, the reduction of the 
real income of the average consumer. On the other hand, if forced 
saving were avoided and if the monetary expansion raised only 
the prices of capital goods, then the equality between savings (in- 
cluding some entrepreneurs’ “inflationary” profits) and the value 
of new investment would still be preserved. The bank rate policy 
which brought about the monetary expansion, although it would 
be at variance with the condition of a stable price-level, would 
satisfy the condition of equality between savings and investment. 

Only a few remarks need be devoted to the two different con- 
cepts of saving which would permit a discrepancy to arise between 
savings and investments. 

1. If it were possible to differentiate clearly between expected 
savings (or savings “ex ante”) and unexpected savings,’* the 
Keynes’ equality could be written: expected savings plus unex- 
pected savings equal investment. Expected savings could then 
differ from investment. But expected savings are not identical 
with Wicksell’s “voluntary” savings. If, for example, the profit- 
creating effect of a violent expansion of bank credit is foreseen by 
the entrepreneurs, expected savings might equal investment, but 


11 Interest and Prices, op. cit.: “The consumption goods might be regarded as 
establishing capital by which (the services of) labor and land are purchased.” The 
English translation omits the words in parenthesis. 

12 Lectures, op. cit., vol. 2, p. 192. 

18 See Fellner’s pertinent criticism, op. cit., p. 188. 
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Wicksell would scarcely have called the ensuing interest rate a 
“natural rate.” A deeper reason for the discrepancy between sav- 
ings and investment lies in the ambiguity of the expectation con- 
cept. This approach supposes that there is, at any moment, one 
definite magnitude of “expected income” for any individual and 
a given income period. But expected income is, in fact, a prob- 
ability schedule: the income receiver, especially the entrepreneur, 
expects, for any given time period, various income amounts, each 
with a specific probability, the various probabilities adding up to 
100 percent. Now, the “ex ante” approach requires the formation 
of the concept of aggregate savings, that is, the sum of the individ- 
ual expectations. But such schedules cannot be added together. 

One solution would be to “summarize” an individual’s schedule 
into a well defined magnitude, as is done, for example, in the 
concept of mathematical expectation.1* The same process would 
be applied to the schedule of investment plans. But why should the 
equality between the aggregate mathematical expectations of sav- 
ings and the aggregate mathematical expectations of investment 
establish a monetary equilibrium? The most extreme processes of 
inflation and deflation are compatible with such an equality if ac- 
count of them is taken in individuals’ schedules of expected sav- 
ings and investments. 

2. Of greater strictness and usefulness is Robertson’s approach, 
built on a concept of income as “‘yesterday’s earnings” to be spent 
only with a time-lag, namely “‘today.”’ Of course, savings from yes- 
terday’s earnings can differ from today’s investment. Correspond- 
ing to the condition of equality between savings and investment, 
there would be a Robertsonian point on the demand function 
for capital which would move downward when investment is 
proceeding. This point could be called the “natural rate.” If shifts 


14 The different income values which an individual expects, at a given moment 
and for a given period, with different probabilities (adding up to 100 percent), are 
averaged after being weighted with their respective probabilities. For example, if 
A expects an income of 800 with 20 percent probability, of 1000 with 70 percent, 
and of 1200 with 10 percent, his mathematical expectation is 8 times 20 plus 10 
times 70 plus 12 times 10, or 980. 
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in the demand function (because of inventions, etc.) are disre- 
garded, then it can be said—and will be proved later—that 
equality between the bank rate and this natural rate would stabi- 
lize the commodity price level, provided only that the concept of 
net investment is restricted to additions to real capital, additional 
money funds in a growing system (income funds and business 
funds) being furnished on a proper level of income-rates by “ap- 
propriate” monetary expansion. The latter condition was very 
likely what Wicksell had in mind when he denied that changes in 
the conditions of production could affect the price level as long 
as natural rate and bank rate were in accordance: “Why then 
should it [an increase in supply] bring about a fall in the average 
level of prices, it being assumed that money is obtainable in any 
desired quantity on terms which correspond to the real advantages 
entailed in the use of credit?” 

It has been pointed out by Robertson himself that the equality 
between savings and investment can be realized on different levels 
of utilization, in the depths of depression as well as at the crest of 
the boom. In other words, these different degrees of utilization 
define as parameter a family of demand functions for capital. The 
Robertson concept, therefore, can serve, under restrictive condi- 
tions, as characterizing dynamic tendencies of the monetary sys- 
tem but not as a criterion of monetary equilibrium nor as a guide 
for credit policy. 


The Natural Rate as Magnitude: the Equilibrium Rate 


In different places, Wicksell has pointed out that the natural rate 
itself might be subjected to change: “. . . it depends upon the 
efficiency of production, on the available amount of fixed and 
liquid capital, on the supply of labor and land” (Interest and 
Prices, p. 100). It should be noticed that these elements are the 
same which, according to the general theory of equilibrium, gov- 
ern the equilibrium rate of interest. Indeed the discussion of the 
average level of the ‘‘natural rate” in Chapter 9 A expressly refers 


15 Interest and Prices, op. cit., pp. 104-5. 
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to the interdependence system of Walras as the only “scientific 
method of dealing with the problem” (p. 132). That the rate of 
interest discussed here by Wicksell is nothing but the natural rate 
cannot be doubted in view of the subtitle of Chapter 9 A—“The 
causes which determine the natural rate of interest on capital.” 

There is one minor point which requires comment. Wicksell 
never accepted the Walrasian system in toto. He had no use, of 
course, for Walras’ monetary equations, which did not account for 
the peculiarities of credit money; and he expressly rejected Walras’ 
theory of capitalization (or interest rate). But although he has at 
no place given a complete survey of his system in the form of sets 
of equations, there can be no doubt that he considered it as per- 
fectly determined as Walras’ system. 

The natural rate approach is not saved, however, by this change 
in definition. For in what sense could it be stated that a discrep- 
ancy between the equilibrium rate and the bank rate is responsible 
for disequilibrium? First, it must be clear that differences between 
the actual or short-run interest rate and the equilibrium rate 
could occur (and would even be the rule) if banks did not inter- 
vene in the credit market. Second, if the system is not in general 
equilibrium, it cannot be assumed that it would be brought to it 
by fixing the bank rate at ctiat point on the short-run demand 
function for capital which corresponds to the equilibrium rate. 
There are many cases in which such a policy would not represent 
the shortest way to equilibrium: for example, if the prevailing 
profit expectations differ widely from what is warranted according 
to the general equilibrium analysis, a bank rate different from 
the equilibrium rate might prove the best “equilibrating” rate. 

It is not denied, of course, that in a system which happens to 
be in general equilibrium any bank rate different from the equi- 
librium rate of interest would be a disturbing element. As a guide 
for monetary policy, however, this consideration would be in- 
adequate unless the policy aims at a stationary state. In a progres- 
sive system, the equilibrium rate undergoes changes. In the present 
context it can best be considered as a function of the supply of 
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ific capital, old and new, all parameters but one being kept constant. 
of But shifts along this function, as characteristic of a progressive 
ate state, could, in principle, be brought about by monetary expan- 
‘he sion as well as by “voluntary saving” alone. The short-run proc- 
. esses would be different in the two cases; but how far they differ 
ell could be shown only by a detailed analysis, which Wicksell’s new 
of criterion was supposed to make superfluous. 
for 
- Interest Rate and the Commodity Price Level 
at What remains of the simple relationship between interest rate and 
ets price level, as established by Wicksell? It can be shown in a few 
eT- words that Wicksell’s theorem is correct for the short run,’® but 
has no validity for the long run. The ultimate reason for this 
ge difference lies in the fact that for the short run we may base our 
‘p- argument on premises of partial equilibrium, which, in principle, 
le are not allowed for the long run. 
en The interest rate changes we must now consider are changes 
te in the short-run demand function for capital brought about by 
T- “inappropriate” changes in the volume of bank credit. Wicksell’s 
al conclusions can be stated as follows: if the change consists in a 
it downward shift from the Roberisonian point (or from a point 
id below it), the price level would be raised; if the downward shift 
e. is restricted to the segment of the function above the Robertsonian 
nt point, the potential decline in the price level would be lessened; 
1g if the change consists in upward shifts the results are just the re- 
1g verse. The ultimate cause of these price effects lies in the different 
m significance of interest for demand and for costs. 
e. An effective rise in the bank rate—a rise that drives the market 
10 rate upward—would lower the volume of investment per time 
i- unit and would shift downward the demand function for capital 
le goods. On the other hand, interest plays a very small role in mar- 
n- ginal costs even if interest on working capital is included.17 Under 
S- 768A complete analysis would require the complicated apparatus of concepts as 
It set up by J. R. Hicks in Value and Capital (Oxford 1939). 


f 17 The key position which R. G. Hawtrey assigns in his numerous writings to the 
) wholesale dealer, is, in fact, based on the dealer’s speculative holdings, which do 
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perfect competition, prices of capital goods would decline under 
the pressure of a higher interest rate, while prices of consumer 
goods would at least not rise.1* At the same time the average price 
level and the utilization of equipment would also decline.” 

On exactly the same lines it can be shown that a decline in the 
interest rate, if due not to an increase in the propensity to save 
but to monetary expansion, would bring about a price rise. This 
is, of course, only the first half of Wicksell’s conclusions. The 
other, more important result of his work is the demonstration 
of the cumulative nature of the process, depending on the change 
in current profits, on the change in profit expectations, on the 
supply elasticity of bank credit, and, presupposing a given degree 
of such an elasticity, on the stabilizing influence which, according 
to Keynes, the change in the interest rate would exercise by acting 
on the volume of speculative balances. These problems will be 
commented on in the next section; here we wish to point out that 
the preceding results are not applicable to the long run. 

Since in the long run average costs are supposed to equal price, 
the influence of the interest rate on costs cannot be neglected any 
longer—the less so since, in equilibrium, a higher interest rate 
implies a smaller use of real capital, and thus a smaller current out- 
put. Wicksell refused to take account of costs for anything but the 
price relations; and indeed, as he points out, a given interest rate 
is compatible with any price level. But this argument works both 
ways: precisely because a higher interest rate would be compatible 
with any price level, it cannot be concluded that the short-run 
price fall would necessarily be maintained in the long run. A 
reliable answer could be obtained only by a variation analysis 





not form a part of his working capital proper. This theory is, therefore, of spe- 
cifically dynamic nature, differing from the Wicksellian analysis which starts from 
a position of equilibrium. 

18 The situation is more complicated under imperfect competition. Here the out- 
come will depend largely on whether the marginal revenue function intersects with 
marginal costs to the right or to the left of their minimum, and on the demand 
elasticity and the way the elasticity is affected by the shift in demand. 

7#It can easily be proved that the repercussions on raw material prices and wages 
would not substantially qualify the result. 
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of a complete general equilibrium system of equations. Such a 
system would have to contain equations not only for the interest 
rate (a requisite fulfilled only by the Walrasian system), but also 
for the demand for money, and especially parameters for the trans- 
action balances. Moreover, no variation analysis could hope to 
reach definite results that does not impose some restriction on the 
form of the included functions, at least as to their elasticity. 

It is not my intention in this paper to attempt this complicated 
approach. I want to assert only that, as far as I can see, no short 
cut would avail. I have been tempted, for a considerable time, to 
argue in the following way: since the value of the total stock of 
capital is several times as large as the stock of money, any liquida- 
tion of capital, as carried through under the pressure of a higher 
interest rate, must reduce the active circulation by a higher per- 
centage than either the stock of capital or the current output of 
commodities. But this argument wrongly assumes that the at- 
tempts at liquidation can be carried through without any loss to 
the capitalist; vice versa, the corresponding argument in the case 
of a declining interest rate would assume that the real capital 
created by forced saving would equal in value the volume of ad- 
ditional bank credit, while, in fact, it might be financed by the 
inflationary profits generated by the monetary expansion. 


The Short-Run Equilibrium Rate of Interest 


The discussion in the first two sections has shown that the concept 
of the natural rate of interest cannot be fruitfully defined within 
the partial equilibrium framework of a demand function for and 
a supply function of capital in general. The long-run demand 
function, as discussed in the preceding section, was a departure 
from this traditional notion. More recently the truly dynamic in- 
gredients of the Wicksellian approach have been brought into the 
foreground by Hicks’ reinterpretation of Wicksell’s doctrine in 
the light of the Keynesian approach.”° 


20 J. R. Hicks, “Mr. Keynes and the Classics,” Econometrica, vol. 5 (April 1937) 
p. 158. 
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In Hicks’ construction of Keynes’ theory, there corresponds to 
every degree of utilization of the existing equipment a certain 
level of aggregate income, and to any level of income a supply 
schedule of investment per time unit (SS), as a function of the 
interest rate. Together with the marginal efficiency of capital 
(CC)*! the investment supply establishes, for a given level of 
aggregate income, an “investment rate of interest” (i). Changes 
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in the degree of utilization and in the volume of aggregate income 
not only affect the supply of investment but are supposed also to 
shift the marginal efficiency schedule. Introducing such shifts, we 
obtain a schedule of investment rates (ii), functionally associated 
with income. 

One of the rates along the schedule is “selected” by the forces 
of the money supply as alone compatible with the needs for addi- 
tional income balances (to pay out the income) and the additional 
desire to hoard (whenever the interest rate declines). Now if the 
money supply is sufficiently elastic, we should be able to obtain the 
optimum level of utilization and income and the lowest invest- 


21 It must be noted that the marginal efficiency of capital schedule differs from the 
demand schedule for capital used in the first section. The latter refers to the total 
volume of funds entrepreneurs want to keep invested at a given moment, while the 
marginal efficiency refers to the amount of funds they want to add per time unit 
to the already existing stock. 
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THE NATURAL RATE OF INTEREST 467 
ment rate of interest possible under given conditions. This is 
achieved by the increase of current output to the “point of ac- 
quiescence,” which is characterized by the price level beyond 
which workers clamor for a rise in their money wage-rates, hitherto 
unchanged. This “lowest” interest rate could be called the natural 
rate, because a different rate would come into existence solely on 
account of the peculiarities of money. To reach this point from a 
stage of lower utilization, however, monetary expansion (and 
“forced saving” of the workers) in the neo-Wicksellian sense is ob- 
viously necessary: that is, a market rate below the Wicksellian 
“natural rate.” According to the Keynes-Hicks approach, on the 
other hand, the market rate would be higher during the process 
of expansion than the Keynesian “natural rate.” 

The story is different, however, if and when “optimal utiliza- 
tion” is achieved. Not that the interest rate must stay forever on 
the level at which optimal utilization was obtained: the “lowest” 
rate is only lowest “other things being equal.” Current output 
can still increase, but only if additional equipment is put into 
operation—or, of course, because of technological progress—and 
aggregate income should increase only in proportion to equipment 
if cumulative inflation is to be avoided. While it was inevitable 
before that commodity prices should rise, now prices would re- 
main stable and no further pressure on real wages would be exer- 
cised. The decline in the interest rate that is “appropriate” in 
such a state of monetary equilibrium and not conducive to cumu- 
lative inflation might, presumably, be even greater per time unit 
than in the period in which utilization could still be enlarged; 
for in a given stage of development the marginal efficiency of 
capital is less likely, when utilization is optimal, to undergo fur- 
ther shifts to the right, these shifts having been caused before by 
the decline in uncertainty concerning future profits. But sharp as 
the decline in the interest rate would be, it must not decline faster 
than indicated by the rate of increase in output, per time unit. A 
decision of banks to supply an unlimited amount of funds, at a 
rate below the “appropriate” one, must bring about a rise in prices 
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and, consequently, in money wages, thus engendering cumulative 
inflation. In this sense a discrepancy between the “appropriate” 
rate and the market rate creates monetary disequilibrium: either 
a state with less than optimal utilization, or cumulative inflation. 

If we compare these results with the tentative conclusions con- 
cerning the natural rate as schedule, we realize that all statements 
concerning possible discrepancies of the natural rate and the 
market rate are really statements about the appropriate tempo of 
the process of lowering the market rate. We differentiate now 
between a demand function for capital funds in general and a 
demand function for “real capital,” the latter of course represent- 
ing the demand, not for real capital goods, but for capital funds 
designed for the acquisition or production of more capital goods. 
The demand for capital funds in general includes, besides the 
demand for real capital, the demand for funds designed to raise 
the wage bill of the workers already employed. An overhasty, in- 
appropriate decline in the market rate, per unit of time, would 
divert funds from the “real’’ use, increasing the wage bill of the 
employed and causing cumulative inflation. On the other hand, an 
appropriate decline of the market rate is in no way incompatible 
with an expansion of bank credit nor with “forced saving” of the 
laborers—as long as they acquiesce to it. 

The Wicksellian case of cumulative credit expansion is treated 
here on theoretical lines of which, at best, only rudiments are 
visible in Wicksell’s own writings. It is, therefore, understandable 
that Keynes did not feel obliged to name his own theoretical dis- 
coveries after the theorist who first posed the important problem 
of dynamic monetary equilibrium and took the first steps toward 
its solution. In any case, the aspects of the problem have changed. 
The natural rate approach was devised to permit a brief character- 
ization of monetary equilibrium. Now a dynamic monetary equi- 
librium—the description of which, with the help of equation 
systems, is no less cumbersome than that of the neoclassical “gen- 
eral equilibrium’’—tells us what rate of interest is “natural.” 


(University of Pennsylvania) 
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WICKSELL’S TWO INTEREST 
RATES 


BY JAKOB MARSCHAK 


Any economic theory tries to explain certain observed facts, 
such as quantities, prices, incomes, outputs, etc., by certain other 
observed facts—in particular, by observed behavior of men in 
given situations. For example, the quantity of a good sold in the 
market, and its price, are explained by certain behavior character- 
istics of buyers (the “demand equation” or curve) and certain 
characteristics of the sellers (the “supply equation” or curve). The 
question of monetary equilibrium studied by Dr. Neisser in his 
article! requires explanation of the following four magnitudes: 
annual national savings (S)?; annual national money income (Y); 
rate of interest (R); and quantity of money (M). 

The explanation is given by the behavior of the following 
men, or of men in the following situations: behavior of savers (sup- 
ply equation for capital); behavior of borrowers, mainly entrepre- 
neurs (demand equation for capital); behavior of cashholders in 
general (the so-called liquidity preference equation); and behavior 
of the monetary authorities which, for the purposes of this type of 
discussion are identified with the “banking system” or, for brevity, 
“banks.” Distinctions between the various links in the banking 
system could be made, and reflected in more behavior equations; 
but that would be irrelevant here. 

For example, the following approximations are plausible and 
can be used, for the sake of this discussion, without further refine- 
ments: 


1 Hans Neisser, “Monetary Equilibrium and the Natural Rate of Interest,” pp. 
454-68 of this issue. 

2 National savings are equal to national investments if the national income is 
defined so as to include all kinds of entrepreneurial incomes. This is explained in 
Neisser’s article. See also the footnote on page 45 of my article, “Lack of Confi- 
dence,” Social Research, vol. 8, no. 1 (February 1941). 
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Behavior of savers: S = mY + bR — g, where m, b and g are 
constants, m certainly positive (the marginal propensity to save), 
b probably but not necessarily positive. Although it is probable 
that m is not really a constant but grows with the income, this fact 
is not relevant here; the linear relationship will suffice as an ap- 
proximation. 

Behavior of borrowers: S = nY — cR + h, where the constants 
n, C, are positive with great plausibility, especially c. 

Behavior of cashholders: We need not specify it here, and may 
write down as a general “liquidity preference equation,” M = 
f(Y,R). , 

Behavior of banks: Two extreme alternatives can be studied: 
banks fixing a certain supply of money, say a constant »; or aim- 
ing at maintaining a fixed interest rate, say po. Thus, the fourth 
equation is either M = yz (a constant), or R = p, (a constant). 
Somewhat loosely, people speak in the first case of a rigid, in the 
second of an “elastic” supply of money by the banking system. 

The great merit of J. R. Hicks and his remarkable article on 
“Mr. Keynes and the Classics’”* which Neisser mentions in the 
last section of his article, lies in his clear enumeration of the first 
three behavior equations, in a general form which he illustrates 
geometrically. As always in the case of more than two variables, 
such illustration has its pedagogical limits—as proved perhaps by 
the fact that the article has not received the attention it deserves. 
Further, the behavior of banks need not be specified in an equa- 
tion of its own (the fourth) as long as we discuss, for example, 
Keynes’ theory alone, where the “rigid” policy is indeed assumed. 
But since Wicksell assumes (according to Hicks) the opposite 
policy when he tries to explain inflation and deflation by the in- 
terest rate which the banks choose to maintain, any comparison 
between Keynes and Wicksell requires the statement of a specified 
behavior equation for banks. With four variables and equations, 
the advantages of graphical presentation become still more blurred. 
Some simple algebra may prove helpful, both to restate and to 


3 Econometrica, vol. 5 (April 1937). 
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re develop Hicks’ suggestions—this, at least, is the impression I have 
*), gathered in reading the more recent publications on the subject, 
le such as those criticized by Neisser. 

ct What is the influence of interest rate on money income? Let us 
p- express money income in terms of interest rate. To do this, let us 


first subtract the “borrowers’ equation” from the “‘savers’ equa- 
& tion.” We obtain 


(A) (m—n)Y+ (b+c)R=g+h; 


'Y 

- this must hold good for any simultaneous values of income Y and 
of interest rate R. Call their initial values—that is, the values 

: which they had before a certain bank policy was started—Y, and 

- R, respectively. Then 

h 

’ (B) (m—n)Y,+ (b+c)R,=g+h 

On the other hand, while the “elastic” bank policy is being ap- 
plied, and the interest rate is maintained at a fixed level—namely, 

. R = p.— it follows from equation (A) that 

e 

t S$ © (m=-mY+b+e)~n=E+h 

$ 


Subtracting (B) from (C) we find the following proportion: 


J 


Y-Y, b+c 
R,-—p m—n 





| (D) 


That value of the money income Y which satisfies all the behavior 
| equations will also satisfy this proportion. If the expression on its 
right-hand side, (b + c)/(m — n), could always be assumed to be 
positive, our result would mean this: if at some point of time, 
when the money income and the interest rate have, respectively, 
the values Y, and R, (which we call initial values), the banks begin 
to adjust the money supply in such a way as to keep the interest 
rate at some fixed level, then the resulting money income will 
exceed the initial money income if the new interest rate is fixed 
below the initial one; but new money income will fall short of the 
initial money income if the new interest rate is fixed at a higher 
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level than the initial one. In other words, we have “inflation” or 
“deflation” of money income according to whether the banks de- 
cide to fix the interest rate below or above the rate which prevailed 


before their action. 
This result is seen to depend on the assumption that the expres- 


sion (b + c)/(m — n) is positive. Before taking up this assumption 
for further scrutiny, a few remarks may help to explain our pro- 
visional result. 

First, the rise in money income need not mean a proportionate 
rise of prices, unless all resources are fully employed; it is prob- 
able, but of no importance here, that Wicksell had just this case 
in mind. 

Second, the actual quantity of money M which the banks have 
to supply in order to fix the interest rate at the desired level p, is 
determined by the fourth equation of our system, the “liquidity 
preference equation” which describes the behavior of cashholders, 
but which we need not study here. 

Third, the initial value of the money income, Y,, and its final 
value, Y, are both equilibrium values, because they both satisfy all 
the behavior equations: these values are different because one of 
the behavior equations—the behavior of banks—is not the same 
at the initial and at the final time-point. Initially, it is the quantity 
of money which is given: M = » (a constant); but as soon as the 
banks fix the interest, the interest rate is given, and the money 
supply becomes a variable. 

Fourth, as with incomes, so with interest rates: both interest 
rates, the initial (R,) and the final, or fixed, rate (R = p,), are 
equilibrium rates in the sense that each of them satisfies a system 
of behavior equations; the system satisfied by the initial rate con- 
tains as its ““banks’ behavior equation” the equation M = pn, while 
the system satisfied by the fixed interest rate has, instead, the 
equation R = pp. 

Fifth, it seems hard to maintain that Wicksell’s ‘““money rate” 
can mean anything but our p,, and that his “natural rate” can 
mean anything but our R,. At least, I do not know of any other 
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* or logically tenable interpretation. One does come across interpreta- 
de- tions where the “natural rate’’ is itself a variable (a “schedule”’ as 
iled the economists say), not, as here, a constant. If it is then said that, 
in the case of ‘cumulative inflation” (which we shall treat pres- 
res- ently and which is a peculiarly Wicksellian construct) the banks 
ion maintain the market rate below that variable, it is implied that the 
rO- market rate itself varies; but then there is no need to “explain” 
the lack of equilibrium, the “cumulation,” since all the magni- 
ate tudes are supposed to change anyway. Wicksell may have expressed 
ob- himself vaguely on occasion but he has seldom talked nonsense. 
ase Sixth, the “natural’’ rate need not be understood as “‘the interest 
rate as it would be in a moneyless economy’ —an interpretation 
ve suggested by some authors. It is not necessary to postulate artifi- 
is cially such economy. It suffices to postulate a state in which the 
ity quantity of money is given. 
rs, Seventh, it may be useful to emphasize that the tools used here 
are essentially those of “comparative statics,” not of dynamics; the 
al behavior equations used here enable us to compare the “initial” 
I] and the “final” equilibrium situations, but not to study the path 
of of transition. In a sense, however, this analysis points beyond 
1e “comparative statics,” by constructing, as a special case, Wicksell’s 
y cumulative inflation, when equilibrium is never reached. This 
ie case is obtained when some of the roots of the system of equations 
y become infinite. To study the case we must come back to our 
(b + c)/(m — n).4 
t Looking back to our original behavior equations (p. 470), we 
: see that b measured the reaction of savers, and c (taken with a 
1 negative sign) the reaction of borrowers, to changes in the interest 
, rate. There is little doubt that c is positive, although recent inves- 
; tigations tend to show that—outside the fields of housing and 
* Readers familiar with the differentiation of implicit functions find in a footnote 
to Hicks’ article (on p. 157) the expression which, in the case of linear relation- 
ships, is identical with the fraction (b+ c)/(m—n) with which we must deal at 
some length here. We have arrived at it by solving explicitly the equations in- 
volved—a method which will be more easily understood by economic readers but 
which presupposes, of course, arbitrarily simple functions. 
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public utilities, highly durable and comparatively predictable in- I 
vestments involving a high ratio of interest cost to the total cost of t 
product, not offset by the risk premium—the coefficient is smaller 
than economists have been used to thinking.’ As to b, which meas- é 
ures the influence of interest on capital supply, much has been said 

by Marshall and since Marshall to show that it is probably some- ( 


where in the neighborhood of zero, a high interest rate encourag- : 
ing the savings of some people, but discouraging others or leav- 2 
ing them indifferent.® Since c is, at any rate, positive, and b, if | 
negative, numerically small, b + c is, most likely, positive. Con- 
sider now the denominator of our fraction, m—n. The marginal 
propensity to save, m, is positive; and n—which we may call the 
“marginal propensity to borrow’’—is probably also positive since, 
at a given interest rate, entrepreneurs would borrow more when 
the national income is large than when it is small—the reason for 
such behavior lying plausibly in higher profi: expectations or, 
more precisely, in the larger aggregate value __ possible invest- 
ments promising a given rate of profits. As it is difficult to decide 
which of the two positive magnitudes, m or n, is larger, we do not 
really know whether the expression (b + c)/(m — n) is positive or 
negative. We do not know, therefore, whether the expression (Y — 
Y.)/ (Ro — po) is positive or negative. In other words, in order 
that the lowering of the interest rate should result in an increased 
money income, the marginal propensity to save must be larger 
than the increase of borrowings associated with a unit increase 
of money income. Of course, if the influence of money income on 
5 See Oxford Economic Papers, nos. 1 and 3: reports by Meade and Andrews and 
articles by Henderson and Sayers based on an inquiry by the Oxford Economists’ 
Research Group; and J. Franklin Ebersole, “The Influence of Interest Rates upon 
Entrepreneurial Decisions in Business,” Harvard Business Review, vol. 17, no. 1 
(Autumn 1938). 

® Alfred Marshall, Principles of Economics (8th ed., London 1936) book tv, chapter 
7, §9; E. A. Radice, Savings in Great Britain, 1922-1935 (Oxford 1939). For the rela- 
tive importance of the “Boéhm-Bawerk effect,” “Carver effect” and “Marshall effect” 
of the interest rate on savings supply, see my papers presented at the Manchester 
Statistical Society in 1936 and at the Cowles Commission for Research in Economics, 


Colorado Springs, 1937. See also P. H. Douglas, The Theory of Wages (New York 
1934). 
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borrowing is altogether neglected (n = 0), m — n is positive, and 
the inflationary effect of lower interest rates is again assured. This 
may have been Wicksell’s view of the facts. It does not seem gen- 
eral enough to cover all the facts. 

Whether a given interest rate policy is accompanied by inflation 
or deflation of money income depends thus on whether n, the 
marginal propensity to borrow, exceeds or falls short of m, the 
marginal propensity to save. On the accompanying diagram, 
m is fixed at .2, while n is given, alternatively, the values .1 (in the 
left-hand part of the diagram) and .3 (in the right-hand part).’ 


Marginal propensity to save =.2 
Marginal propensity to borrow =n 
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Charts I and III describe the case when income = $30 billion. 
Charts II and IV describe the case when income = $40 billion. 


The initial positions are indicated by the intersection of solid 
lines, while the dotted lines intersect at the new equilibrium. It 


7 The other parameters were assumed as follows: b=h=0, c=1, g=5. Accordingly, 
the capital supply curves (horizontal lines) are S=$1 billion or S=$3 billion re- 
spectively, when money income is at $30 or $40 billion. The capital demand curves 
(sloping lines) are: (I) S=3—R; (II) S=4—R; (III) S=9—R; (IV) S=12—R, each 
of these four cases corresponding to a given money income ($30 or $40 billion) and 
to a given marginal propensity to borrow (n=.1 or .3). 
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is seen that when the marginal propensity to borrow is low, rela- 
tively to the marginal propensity to save, the income inflation is 
associated with a lowering of the interest rate. But when marginal 
propensity to borrow is high, the interest rate is raised, not low- 
ered, although money income has had the same increase as in the 
previous case: high money income may result in borrowing so 
intense as to push the interest rate up in spite of increased capital 
supply. 

Wicksell’s limiting case, the cumulative inflation or deflation, 
is approached if m — n, while remaining positive, becomes smaller 
and smaller. The new equilibrium income, Y, then increases be- 
yond bounds, or “tends to infinity.”” A somewhat more realistic 
approach to the phenomenon is obtained by discarding the as- 
sumption of an “absolutely elastic’”’ money supply, and by assum- 
ing instead that the banks, rather than supplying any amounts of 
money required to keep the interest rate at the level fixed in 
advance, increase the interest rate gradually as the inflation pro- 
ceeds. For example, one might take account of Irving Fisher's 
point that banks must raise the interest rate during the inflation 
lest they take real losses on their loans, because of money depre- 
ciation. Let, for example, the banks follow the rule 


(E) R= p+ k(Y a Yo) 


increasing the interest rate linearly with the money income. Here 
po is the interest rate set by the banks at the beginning of their in- 
flationary (or deflationary) policy, and k indicates the increment 
which they allow to the interest rate as the money income rises by 
one unit. Operations similar to those on page 471 but replacing p. 
by the right-hand term of (E) lead to transforming the proportion 
(D) into a more general one: 


_m~ 2 


(F) (¥-¥.):(Ro— a) =1:(FS2+k) 





The smaller k is—that is, the more slowly the banks adjust the 
interest rate to growing money incomes, or the more “elastic’’ the 
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‘la- money supply—the larger the new equilibrium money income. 
| is Again, Wicksell’s cumulative inflation (or deflation) appears as a 
1al limiting case, as k approaches 0 and as m and n approach each 
w- other. As usual—and as too often overlooked in economic theory 
he —the limiting case can easily mislead if we do not know from 
so which side we approach it, that is, if we do not know the inter- 
tal mediate cases. If we simply put m = n and k = 0 in the last equa- 
tion, we cannot tell whether the expressions on each side of it 
n, represent a positive or a negative infinity. To be able to associate 
er low interest rates with inflation and high interest rates with defla- 
e- tion, it must be assumed that the banks do raise the rate in infla- 
‘ic tion (that is, that k is positive); and that the savers’ reaction to 
AS- erowing money income is either stronger than the borrowers’ (m — 
n- n>0), or at least not enough weaker to make the expression on the 
of right-hand side of equation (F) negative. 
in 
O- Conclusions: 
s 1. Wicksell’s “natural” and “market” rates of interest can best 
n be interpreted as the rates satisfying, respectively, each of two sys- 
e- } tems of behavior equations: the one—call it rigid—characterized 


by the banks’ supplying a given amount of money; the other— 
call it elastic—characterized by the banks’ supplying the amounts 
of money required either to keep the interest rate at a desired 


e level or, more generally, to start from a desired level and gradually 
- shift the rate in response to the changing money income. 

t 2. If the banks change their behavior from the rigid to the 
y elastic type, the rate prevailing just before the change—which by 
. definition is a “‘natural’”’ rate—can be called the “initial” rate; this 
1 rate (R,) must be compared, in the Wicksellian argument, with the 


rate (p.) which the banks fix when they begin their new policy. 
The comparison is, thus, one between two constants, or data, of 
the situation. 

3. The statement that there is inflation or deflation according 
. to whether the natural rate is larger or smaller than the market 
rate requires, to be true, that the expressions on the right-hand 
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side of (D) or—in a more general case—of (F) should be positive. 
This implies, in turn, that the reaction (n) of borrowers (entre- 
preneurs) to changing money income is small in relation either 
to the marginal propensity to save (m), or to the rate (k) at which 
banks adjust the interest rate in response to money income changes. 
It is possible that Wicksell simply neglected n, that he assumed 
away any influence of money income on aggregate borrowings. 

4. An unlimited “cumulative inflation” (or deflation) must be 
conceived as a limiting case, as the borrowers’ reaction to money 
income (n) becomes more and more nearly equal to, but never 
larger than, the marginal propensity to save (m); while the banks’ 
money supply becomes more and more elastic (k approaches 0). 

5. Cumulative inflation or deflation does not continue, in real- 
ity, indefinitely. It is stopped, for example, by some adjustment 
of the interest rate. The concept of indefinitely continuing infla- 
tion has a propaedeutic rather than descriptive value. Whether the 
direction of the income change, be it unlimited or limited in its 
amount, can always be validly explained in the Wicksellian way 
by the discrepancy between the two interest rates, depends on the 
actual numerical values of the involved behavior parameters; these 
measure the reaction of borrowers and savers to changes in money 


income and the interest rate, and the reaction of banks to changes ‘ 


in income. As indicated, Wicksell’s theory may be invalidated if 
the borrowers respond very strongly to changes in the national 


money income. 
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te THE REDISCOVERY OF 
owe LIBERALISM’ 


ich 
Bes. 
ned BY EDUARD HEIMANN 
be Waen the military machine of the Huns had swept over most of 
~ Europe, it was stopped almost at the gates of Paris in the year 451. 
— The clash was so furious that, the legend has it, the souls of the 
uks’ fallen rose from the battlefield and resumed the battle in the skies 
over the interlocked armies. In like manner today the battle of 

cal the spirits duplicates the military battle and gives it its significance 
as for the future of spiritual life on this planet. 

fla- The battlefield, however, is enshrouded in the fog of ideological 
the confusion. It is largely an artificial fog spread to poison minds 
ms and hearts. Thus Hitlerism proclaims itself as both true democracy 
pei and true socialism, and the terrible truth is that there is a grain 
the of justification for such claims—an infinitesimal grain, to be sure, 
_ but at any rate enough to serve as a basis for such fantastic distor- 
my tions. Hitlerism even goes so far as to claim the role of protector 
wll of Christianity, and the terrible truth is that even this gross mis- 
if representation is able to make some impression. But one fact 
val stands out with perfect clarity in all the fog: Hitlerism has never 


claimed to represent true liberalism. Liberalism then has the 
distinction of being the doctrine most hated by Hitler. 

But while that much is clear, it does not follow that we can 
simply hoist the banner of liberalism. We cannot do it for the 
simple reason that nobody would know exactly what we mean. In 
a sense we are all liberals. And yet nothing in our world has be- 
come so questionable and is so much questioned as liberalism. ‘To 
refer only to two extreme meanings of the ambiguous word, it 
means spiritual liberty to some, and liberty for chaos and exploita- 


1 This article has been prepared in connection with the Peace Research Project of 
the Graduate Facu!ty, and summarizes a section of the author’s forthcoming book, 
The European War and the Problems of Political Morality. 
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tion to others. Liberty is the very lifeblood of man’s dignity, but 
liberty to do as one pleases may destroy the cohesion and peace 
of society, and the liberty of the stronger is the subjugation of the 
weaker. What then do we mean by liberalism? 

The best approach to this question is historical. Even less than 
an individual can a historical phenomenon be circumscribed in 
one word and adjudged black or white. As a living phenomenon 
it not only has many qualities, but also has the limitations inherent 
in its virtues. As it grows and develops, resists or yields to pressure, 
and adjusts itself to changing environments, it changes in char- 
acter while retaining its identity. The various and opposite mean- 
ings of liberalism are correlated to different phases of its history; 
and it may be, as history now proceeds, that a new light will fall 
on liberalism, or a new light emanate from it. 


I 


Liberalism moved onto the stage of history as a great revelation 
which the established organized form of revelation had withheld 
from man. Man’s reason was called upon to investigate the thou- 
sand ills and sufferings of man and discovered that not all of them 
were ordained by God and had therefore to be borne with patience 
as a punishment or visitation. The creative power of man’s reason 
was called upon to relieve suffering. Disease and misery and 
poverty could be investigated and curbed. Infants and young 
mothers need not die, living standards could be raised, undreamed 
lands of the mind and soul could be explored. 

A liberal system of society encouraged men to use the forces of 
their reason and will in the pursuit of happiness. Man’s personal 
initiative was put in charge of production, and the most astound- 
ing advances were achieved. Population figures soared as a result 
of the successful fight waged against the mortality rate by the 
chemical and surgical tools industries. ‘Today, even with far larger 
populations, the average standard of living is far higher than a 
few generations ago. Even the minimum living, once a fixed quan- 
tity determined only by physical conditions, has been rising. 
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but Liberty has proved the most efficient means to progress and wel- 
ace fare; and these in turn have confirmed liberty as the supreme 
the value in human life, from which everything else is derived. 

han 

1 in The problem of liberty is order. The cohesion of society, the 
non interlocking of functions of all its component parts, is a question 
rent of life and death for society and all its members. Laissez faire in 
ure, the economic, as in all other spheres, is possible only if man is so 
har- created as to contribute of his natural urge to universal harmony. 
-an- This conformance of liberty with harmony is the content of any 
Ty; liberal doctrine. They are made conformant through man’s par- 
fall ticipation in reason, which is conceived as the all-pervading law 


which keeps the universe together. The light of reason is kindled 
in man, alone of all beings, and guides him on the way to reason, 
that is, to universal harmony. The free play of the forces of reason 


ion secures the self-regulation of society. 
eld Best known of the applications is that to economic life. Every 
ou- free and reasonable man, in competition with others, strives to 
em improve the utilization of his labor and property, to the advantage 
nce of all. Every free and reasonable man, in competition with others, 
son chooses that direction for the utilization of his labor or property 
und which pays him best, that is, for which the others pay most because 
ing they need it most urgently. This is self-regulation of a free econ- 
1ed omy, and the rise in the standard of living shows that it worked. 
But this is liberty in the institutional sense of the absence of 
| of authoritarian interference. It is not necessarily liberty in the 
nal human sense of personal fulfillment, of self-realization. For these 
nd- man needs the opportunity, the means to develop his faculties. 
ult A libertarian order cannot be one which reserves such opportuni- 
the ties to some and withholds them from others. Liberty as a method, 
zer the absence of regulation, does not necessarily produce liberty as 
la a goal, the individual independence of all. 
an- That is why such a trusted observer as Adam Smith explicitly 


ng. demanded the nationalization of all such industries as tend, for 
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natural or technical reasons, to become monopolized, as, for in- 
stance, utilities. And that is why another authority, Jefferson, 
opposed Hamiltonian business progress, because he anticipated 
that the liberty of those superior in competition would destroy 
the content of human liberty for all. That, finally, is why a new 
wave of liberalism led to social reform and even to socialism. 

Original liberalism becomes even more questionable as not 
only its social results but even its economic functionings are com- 
promised. The self-regulation of a system of production by way 
of the price mechanism requires a great degree of flexibility and 
adaptability. It functioned best with many small independent 
units, which also yield a maximum of personal independence. 
But ours is a technological age, precisely as a consequence of the 
liberal appeal to reason and its application to the technique of 
production. In a technological age conditions change constantly 
and the changes happen to affect most the huge fixed immobile 
units, whose efficiency under given conditions is highest but whose 
adaptability to changing conditions is lowest. The free, unregu- 
lated play of these forces leads to protracted depression and unem- 
ployment. The system which boasted of incorporating reason and 
liberty ends in absurdity and destitution. 

Liberal government presupposes also the fundamental harmony 
which it is designed to produce. It is also a laissez faire order. 
There is free competition of individual and group opinions for 
leadership in public opinion, and free competition of political 
programs for elections to the government. The idea is that the 
prize will go to the one which experience proves best able to serve 
the common good. But if the common good is defined, by sinister 
passion, to coincide with sinister ambitions, liberal government 
ends in chaos, as did the German republic. For liberal government 
does not distinguish right and wrong in tolerance. If man is as- 
sumed to be naturally reasonable, he cannot be fundamentally 
wrong and can ask to be given a chance. The dark forces, the exist- 
ence of which the theory denies, are unleashed in practice. 

An international society founded on reasonable men should be 
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capable of adjusting itself. Conflicting interests there are, but as 


r in- 

‘son, interests of reasonable men they should permit of reasonable set- 

ated tlement, particularly as the only alternative, war, is so terrible that 

troy any peaceful settlement is in comparison a beneficial one. It is true 

new that there was war before the dawn of reason and liberty. Irra- 
tional, tyrannical authorities may have hoped to benefit at the 

not expense of their peoples and even more of other peoples. But once 

om- libertarian institutions are put in control everywhere, a league of 

way peace is their natural and reasonable culmination. There need be 

and no more war. This pacifist idealism, derived from liberalism, un- 

lent fortunately needs no discussion today. 

nce. 

ja Il 

» of Has the liberal belief in reason and liberty been refuted? What 

atly has failed is a liberalism which, instead of believing in a superior, 


bile unattainable law of reason, chose to believe that man and society 
incorporate this reason. What has failed is the materialistic ver- 


Ose 
eu- sion of liberalism. We call materialistic the theory that man or 
om- human institutions incorporate truth and justice, at least poten- 


nd tially, and will in due course progressively produce them, because 
human nature urges such behavior. 
There are the greatest differences between the various schools of 


ny 
ler. materialism. It is essential for our judgment whether we hold with 
for liberalism that all men are by nature so created as to strive for 
cal truth and justice in cooperating with one another, or only the men 


the of a special economic class to which others must forcibly be re- 
duced, or the men of a special racial descent, which is by definition 


rve 
ter reserved to some and can never be shared by others. Any kind of 
ont liberalism, because it invariably means the dignity of all men, is 
nt anti-totalitarian. For totalitarianism, organized in “one-party 
as- states,” means that one part is inflated into representing the total 
lly and wipes out the other parts. From committing this outrage lib- 
st- eralism is safe. 


It is furthermore true that no liberal would claim infallibility or 
be the possession of final truth. The relationship of man and reason is 
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presented as one of gradual and only approximate realization: this 
is the degree to which the liberal heeds the warnings against 
human presumption. In totalitarianism, of course, no such mod- 
esty is found; the proletarian or the Aryan, and particularly their 
leaders, are simply right, while others are wrong and should be 
destroyed. But while this kind of arrogance is abhorred by the lib- 
eral, his own is almost as great. It is liberalism which taught men 
to look on themselves as the vessels of truthfulness and justice. 
Liberalism concedes the weakness of human reasoning which may 
become entangled in error; but it is only weakness and error 
which, in liberal opinion, stand between man and the full truth. 

What then does stand between man and the full truth? If an 
error were only an error, we could easily and gladly correct it as 
experience or criticism taught us better. Our desire would be for 
truth. In fact, however, an error is not weeded out but cherished 
and desperately defended if our interest is in any way tied up with 
it. An error is not recognized as a negative truth but is used as a 
positive weapon of the lust for power in whatever form. Errors 
might be morally innocuous, they might diminish but not invali- 
date man’s pretense to reason. Selfishness which corrupts human 
reasoning, however, is poison. And there is no place in the world 
where special interests would not affect and corrupt our intellec- 
tual efforts. Our reasoning does not merely fall short of reason, but 
actually fights reason. 

Take, for instance, a professor. His is a very distinct vested inter- 
est in the maintenance of the theory to which he owes his reputa- 
tion and the sale of his works. Take the community of the learned. 
They have a distinct stake, moral and material, in the belief in the 
majesty of the knowledge which they mete out. Take a clergyman 
or, again, a professor. They have a vested interest in the preserva- 
tion of the economic position of the groups which endow their 
church or school. But the really terrifying thing is that we all take 
it quite for granted and as only natural that members of different 
social classes judge most social problems differently. Imagine how 
monstrous this is, that we profess to regard man as bent on the 
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truth and yet expect opposite answers from opposite camps on 
every major social question. The sociology of knowledge, of 
course, has much deepened such crude observations and their ap- 
proach to the true nature of man’s reasoning. 

The fundamental lie, underlying all special ideologies in this 
age, is the dogma of man’s growing enlightenment, the denial of 
the existence of the dark forces in man, the presentation of the 
world as an idyll of progressive reason. The more man argues the 
dark forces away the less can he meet and fight them. This is the 
tragedy of which this generation is the witness and sufferer. 

The easy optimism of the bourgeois world has believed that 
man is naturally reasonable and thereby partakes of the harmony 
of the world. The easy optimism of labor has held that man will be 
led to final harmony by the reason inherent in human history. 
Both believed in an inevitable progress through reason, either 
within the bourgeois world or beyond its sphere. Pacifists have 
believed that international harmony could be established by 
pointing out the insanity of war and appealing for a reasonable 
adjustment of clashing but reasonable interests. Isolationists have 
believed that while the outside world is unreasonable, God’s own 
country is reasonable and therefore safe. The churches have be- 
lieved that instead of exorcising evil it was sufficient to dissuade 
people from it by an appeal to reason and morality. They have all 
shared the belief in man’s reason as a dominant force in the world, 
or at least in this part of the world. They are all guilty of having 
supported and strengthened the dark forces in man and in them- 
selves by refusing to take them seriously. They have belittled their 
own glaring defects and have helped Hitler by doubting that in 
this reasonable world there could be such a monstrosity. 


IV 


Our eyes are now open. There is no more denial of the formid- 
able strength of the dark forces in man, including man’s reasoning, 
which rationalize every lust for self-preservation and aggrandize- 
ment. The rediscovery of the dark forces is the first step in fighting 
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them and reconstructing the world. Whatever we may have lost, 
we have gained our deliverance from the presumption of reason. 

Thus as history moves on and the danger of liberal illusions is 
made apparent and thereby obviated, liberalism reveals itself in 
its eternal validity. Liberalism is not, or need not and must not be 
materialistic and positivistic. There was always one element in lib- 
eralism which belied such abuse, a thoroughly dogmatic, anti- 
scientific and anti-political element—the principle that one hu- 
man soul, being infinitely valuable, is no less so than the mass. 

On closer inspection the concept of reason is also found to be 
unscientific and unpolitical. Reason was supposed to unite the 
divided interests of free men, and instead it fell prey to them. But 
valuelessness or non-existence is not established by abuse. Reason 
in itself is a law which is representative of the world and points to 
its religious unity just because the existence of reason and unity in 
the world cannot be demonstrated in terms of positive assurance 
and are rightly repudiated as unscientific assumptions by scien- 
tists. Reason, therefore, is a higher unifying authority. 

It is a higher authority not incorporated in us; there is no guar- 
antee that our reasoning will find the truth. There is, however, 
certainty that the truth can be found, if at all, only by our reason- 
ing. No other human agency has even a chance of accomplishing 
this if our reasoning fails. The struggle for reason, for the law of 
unity, because it is so desperate is part of human dignity. 

Three things follow. In the first place, because man and society 
do not incorporate reason, a liberal order of society in the laissez 
faire sense is impossible. Reason is not incorporated in an order of 
laissez faire where every free man is supposed, by virtue of his rea- 
son, to contribute to harmony. It is for valid reasons of human pre- 
sumption that such an order failed, and is punished by the assault 
of the dark forces which it had helped to emancipate. What is 
needed is a regulation and canalization of human activities that 
will provide everyone with his share in human liberty, which in- 
cludes the respect and self-respect derived from decent work. 

In the second place, this must be done in such a way as to pre- 
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serve human liberty. For the totalitarians, who destroy all human 
spontaneity, it is easy to regulate those activities which need regula- 
tion along with all the others which definitely do not. Old liberal- 
ism cannot be restored, but its method may very well serve as a 
guide. Its idea was that liberty could be preserved by the balancing 
of private economic forces with the forces of government, and by 
the free play of economic forces balancing one another. This auto- 
matic balance is destroyed. The totalitarian solution is to replace 
the balance with forcible unification and to stamp out differences 
and spontaneity. The liberal solution is to establish a new equi- 
librium, which invites the spontaneous contributions of citizens 
to their groups and, by equilibrating the groups against one an- 
other, secures their freedom and that of their members. This idea 
of a balanced pluralism, first evolved by French democrats and 
differently elaborated by the great Catholic encyclicals and by 
democratic thought in all countries, can be rightly claimed to 
derive from the original liberal approach. 

And in the third place, this regulation must not be held supreme, 
sacred and eternally valid. It is true of all human institutions, 
not only of laissez faire, that, created by limited men under special 
conditions, they are limited and fallible. There must be an appeal 
from them to the higher instance of liberty and reason. While a 
liberal order, a laissez faire order is impossible, a liberal ingredient 
in any order is the guardian of human dignity against abuse. 

This is the Christian meaning of civil and political liberties. 
As a human institution they are as far as other institutions from 
guaranteeing reason and harmony. They are not simply an in- 
stitution, however: they are that institution which reaches beyond 
the institutional sphere, they are pitted against all existing insti- 
tutions as the possible judgment over them. They provide the 
outlet from any closed system and its tendency to harden. They 
subject it to the spiritual test of reason and justice, which may 
come at any time, from any quarter, or need not come at all. 

Hitler is indeed right in making the heritage of liberalism his 
most hated foe—and we are right in cherishing it. 








PERSECUTION AND THE ART OF 
WRITING 


BY LEO STRAUSS 


“That vice has often proved an emanctpator of 
the mind, is one of the most humiliating, but, at 
the same time, one of the most unquestionable, 
facts in history.” —W. E. H. Lecky 


I 


Ix A considerable number of countries which, for about a hun- 
dred years, have enjoyed a practically complete freedom of public 
discussion, that freedom is now suppressed and replaced by a 
compulsion to coordinate speech with such views as the govern- 
ment believes to be expedient, or holds in all seriousness. It may 
be worth our while to consider briefly the effect of that com- 
pulsion, or persecution, on thoughts as well as actions.1 

A large section of the people, probably the great majority 
of the younger generation,? accepts the government-sponsored 
views as true, if not at once at least after a time. How have they 
been convinced? And where does the time factor enter? They have 
not been convinced by compulsion, for compulsion does not pro- 
duce conviction. It merely paves the way for conviction by silenc- 
ing contradiction. What is called freedom of thought in a large 
number of cases amounts to—and even for all practical purposes 
consists of—the ability to choose between two or more different 
views presented by the small minority of people who are public 


1 Scribere est agere. See Sir William Blackstone, Commeniaries, Book IV, chap. 6. 
Compare Machiavelli, Discorsi, III, 6 (I Classici del Giglio, pp. 424-26) and 
Descartes, Discours de la méthode, VI, beginning. 

2“Socrates: Do you know by what means they might be persuaded to accept this 
story? Glauco: By no means, as far as they themselves are concerned, but I know 
how it could be done as regards their sons and their descendants and the people of 
a later age generally speaking. Socrates: . . . I understand, more or less, what you 
mean.”—Plato, Republic, 415 c6-d5. 
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speakers or writers.’ If this choice is prevented, the only kind of 
intellectual independence of which many people are capable is 
destroyed, and that is the only freedom of thought which is of 
political importance. Persecution is therefore the indispensable 
condition for the highest efficiency of what may be called logica 
equina. According to the horse-drawn Parmenides, or to Gulliver’s 
of Houyhnhnms, one cannot say, or one cannot reasonably say “the 
le, thing which is not”: that is, lies are inconceivable. This logic is 

not peculiar to horses or horse-drawn philosophers, but deter- 
mines, if in a somewhat modified manner, the thought of many 
ordinary human beings as well. They would admit, as a matter of 
course, that man can lie and does lie. But they would add that lies 
are short-lived and cannot stand the test of repetition—let alone 
of constant repetition—and that therefore a statement which is 
constantly repeated and never contradicted must be true. Another 
line of argument maintains that a statement made by an ordinary 
person may be a lie, but the truth of a statement made by a re- 
sponsible and respected man, and therefore particularly by a 
y man in a highly responsible or exalted position, is morally certain. 
] These two enthymemes lead to the conclusion that a statement 
y which is constantly repeated by the head of the government and 
2 never contradicted is a truth of at least the second power. 

This implies that in the countries concerned all those whose 
thinking does not follow the rules of logica equina, in other words, 
all those capable of truly independent thinking, cannot be brought 
to accept the government-sponsored views. These people may be 
called, in the absence of a better term, the intelligent minority, 
to distinguish them from such groups as the intelligentsia. Per- 
secution, then, cannot prevent independent thinking. It cannot 
prevent even the expression of independent thought. For it is as 
true today as it was more than two thousand years ago that it is a 
safe venture to tell the truth one knows to benevolent and trust- 
worthy acquaintances, or more precisely, to reasonable friends.* 





3“Reason is but choosing” is the central thesis of Milton’s Areopagitica. 
* Plato, Republic, 450 d3-el. 
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Persecution cannot prevent even public expression of the hetero- 
dox truth, for a man of independent thought can utter his views in 
public and remain unharmed, provided he moves with circumspec- 


yo nA = fF. 


tion. He can even utter them in print without incurring any 
danger, provided he is capable of writing between the lines. . 

The expression ‘“‘writing between the lines” indicates the sub- 
ject of this article. For the influence of persecution on literature 


ou ie _ 


is precisely that it compels all writers who hold heterodox views 
to develop a peculiar technique of writing, the technique which 
we have in mind when speaking of writing between the lines. 
This expression is clearly metaphoric. Any attempt to express its 
meaning in unmetaphoric language would lead to the discovery 
of a terra incognita, a field whose very dimensions are as yet un- 
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explored and which offers ample scope for highly intriguing and 
even important investigations. One may say without fear of being 
presently convicted of grave exaggeration that almost the only 


AS 


preparatory work to guide the explorer in this field is buried in 
the writings of the rhetoricians of antiquity. 


AS 


To return to our present subject, let us look at a simple exam- 


AS 


ple which, I have reason to believe, is not so remote from reality as 
it might first seem. We can easily imagine that a historian living 


AS 


in a totalitarian country, a generally respected and unsuspected 
member of the only party in existence, might be led by his investi- . 
gations to doubt the soundness of the government-sponsored in- 
terpretation of the history of religion. Nobody would prevent 
him from publishing a passionate attack on what he would call 
the liberal view. He would of course have to state the liberal view 
before attacking it; he could make that statement in the quiet, un- 
spectacular and somewhat boring manner which would seem to be 
but natural; he would use many technical terms, give many quota- 
tions and attach undue importance to insignificant details: he 
would seem to forget the holy war of mankind in the petty squab- 
bles of pedants. Only when he reached the core of the argument 
would he write three or four sentences in that terse and lively style 
which is apt to arrest the attention of young men who love to 
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think. That central passage would state the case of the adversaries 
more clearly, compellingly and mercilessly than it had ever been 
stated in the very heyday of liberalism, for he would silently drop 
all the foolish excrescences of the liberal creed which were allowed 
to grow up during the time when liberalism had succeeded and 
therefore was approaching dormancy. His reasonable young reader 
would for the first time catch a glimpse of the forbidden fruit. 
The attack, the bulk of the work, would consist of virulent expan- 
sions of the most virulent utterances in the holy book or books of 
the ruling party. The intelligent young man who, being young, 
had until then been somehow attracted by those immoderate ut- 
terances, would now be merely disgusted and, after having tasted 
the forbidden fruit, even bored by them. Reading the book for 
the second and third time, he would detect in the very arrange- 
ment of the quotations from the authoritative books significant 
additions to those few terse statements, in the center of the rather 
short first part. 

Persecution, then, gives rise to a peculiar technique of writing, 
and therewith to a peculiar type of literature, in which the truth 
about all crucial things is presented exclusively between the lines. 
That literature is addressed, not to all readers, but to trustworthy 
and intelligent readers only. It has all the advantages of private 
communication without having its greatest disadvantage—that it 
reaches only personal acquaintances. It has all the advantages of 
public communication without having its greatest disadvantage— 
capital punishment for the author. But how can a man perform 
the miracle of speaking in a publication to a minority, while being 
silent to the majority of his readers? Experience and reasoning 
show that what seems to be a miracle is perfectly natural. The fact 
which makes this literature possible can be expressed in the axiom 
that thoughtless men are careless readers, and only thoughtful 
men are careful readers. Therefore an author who wishes to ad- 
dress only thoughtful men has but to write in such a way that 
only a very careful reader can detect the meaning of his book. 
But, it will be objected, there may be clever men, careful readers, 
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who are not trustworthy, and who, after having found the author 
out, would denounce him to the authorities. As a matter of fact, 
this literature would be impossible if the Socratic dictum that 
virtue is knowledge, and therefore that thoughtful men as such 
are trustworthy and not cruel, were entirely wrong. 

Another axiom, but one which is meaningful only so long as 
persecution remains within the bounds of legal procedure, is that 
a careful writer of normal intelligence is more intelligent than 
the most intelligent censor, as such. For the burden of proof rests 
with the censor. It is he, or the public prosecutor, who must prove 
that the author holds or has uttered heterodox views. In order to 
do so he must show that certain literary deficiencies of the work 
are not due to chance, but that the author used a given ambiguous 
expression deliberately, or that he constructed a certain sentence 
badly on purpose. That is to say, the censor must prove not only 
that the author is intelligent and a good writer in general, for a 
man who intentionally blunders in writing must possess the art of 
writing,® but above all that he was on the usual level of his intel- 
lectual abilities when writing the incriminating words. But how 
can that be proved, if even Homer nods from time to time? 


II 


Suppression of independent thought has occurred fairly frequently 
in the past. It is reasonable to assume that earlier ages produced 
proportionately as many men capable of independent thought as 
we find today, and that at least some of these men combined in- 
telligence with prudence. Thus, one may very well wonder whether 
some of the greatest writers of the past have not adapted their 
literary technique to the requirements of persecution, by present- 
ing their views on all the then crucial questions exclusively be- 
tween the lines. 

We are prevented from considering this possibility, and still 
more from considering the questions connected with it once it 
has been suggested, by some habits produced by, or related to, a 


5 Xenophon, Memorabilia, IV, 2, 20. 
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wd comparatively recent progress in historical research. This progress 

-, was due, at first glance, to the general acceptance and occasional 

at application of the following principles. Each period of the past, 

ch it was demanded, must be understood by itself, and must not be 

judged by standards alien to it. Each author must, as far as pos- 

” sible, be interpreted by himself: no term of any consequence must 

- be used in interpretation of an author which cannot be literally 

” translated into his language, and which was not used by him or 

* was not in fairly common use in his time. The only presentations 

ad of an author’s views which can be accepted as true are those ulti- 

. mately borne out by his own explicit statements. The last of these 

k principles is decisive: it seems to exclude a priori from the sphere 

. of human knowledge such views of earlier writers as are indicated 

. exclusively between the lines. For if an author does not tire of 

y asserting explicitly on every page of his book that a is b, but indi- 

; cates between the lines that a is not b, the modern historian will 

f still demand explicit evidence showing that the author believed a 

not to be b. Such evidence cannot possibly be forthcoming, and 

the modern historian wins his argument: he can dismiss any read- | 

ing between the lines as arbitrary guesswork, or, if he is lazy, he 

will accept it as intuitive knowledge. | 
The application of these principles has had important conse- 

quences. Up to a time within the memory of men still living, 

many people, bearing in mind famous statements of Bodin, 

Hobbes, Burke, Condorcet and others, believed that there is a 

difference in fundamental conceptions between modern political 

thought and the political thought of the Middle Ages and of 

antiquity. The present generation of scholars has been taught by 

one of the most famous historians of our time that “‘at least from 

the lawyers of the second century to the theorists of the French 

Revolution, the history of political thought is continuous, chang- 

ing in form, modified in content, but still the same in its funda- 

mental conceptions.’’® Until the middle of the nineteenth century, 


6A. J. Carlyle, A History of Mediaeval Political Theory in the West, vol. 1 (2nd 
ed., London 1927) p. 2. 
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Averroes was thought to have been hostile to all religion. After sel 
Renan’s successful attack on what is now called a mediaeval legend, mi 
present-day scholars generally consider Averroes a loyal, and even atl 
a believing, Moslem.” Previous writers had believed that ‘“‘the vi 
abrogation of religious and magical thought” was characteristic ex 
of the attitude of the Greek physicians. A more recent writer as- a 
serts that “the Hippocratic physicians . . . as scientists embraced we 
a supernatural dogma.’’* Lessing, who was one of the most pro- lot 
found humanists of all times, with an exceedingly rare combina- lie 
tion of scholarship, taste and philosophy, and who was convinced ap 
that there are truths which should not or cannot be pronounced, tic 
believed that “‘all ancient philosophers” had distinguished between cal 
their exoteric and their esoteric teaching. After the great theolo- col 
gian Schleiermacher asserted, with an unusually able argument, is | 
the view that there is only one Platonic teaching, the question of Sp 
the esotericism of the ancient philosophers was narrowed down, | 
for all practical purposes, to the meaning of Aristotle’s ‘‘exoteric 10 
speeches’; and in this regard one of the greatest humanists of the u 
present day asserts that the attribution of a secret teaching to a 
Aristotle is “obviously a late invention originating in the spirit Spi 
of Neo-Pythagoreanism.’® According to Gibbon, Eusebius “indi- — 
. 12, 
rectly confesses that he has related whatever might redound to the 551 
glory, and that he has suppressed all that could tend to the disgrace and 
of religion.”” According to a present-day historian, “the judgment of 
Gibbon, that the Ecclesiastical History was grossly unfair, is it- See 
and 
TErnest Renan, Averroés et l’Averroisme (3rd ed., Paris 1866) p. 292 ff. Léon tior 
Gauthier, La théorie d’Ibn Rochd (Averroés) sur les rapports de la religion et de pre! 
la philosophie (Paris 1909) p. 126 ff. and p. 177 ff. Compare the same author's que 
“Scolastique musulmane et scolastique chrétienne,” Revue d’Histoire de la Philoso- lett 
phie, vol. 2 (1928) p. 221 ff. and p. 333 ff. l'ob 
® Ludwig Edelstein, “Greek Medicine in its Relation to Religion and Magic,” défe 
Bulletin of the Institute of the History of Medicine, vol. 5 (1937) pp. 201 and 211. ceu: 
* Lessing, Ernst und Falk, 2nd dialogue; and “Leibniz von den ewigen Strafen,” M. 
Werke (Petersen and v. Olshausen edition) vol. 21, p. 147. Friedrich Schleiermacher, l’én 
Platons Werke (Berlin 1804) vol. I, 1, pp. 12-20. Werner Jaeger, Aristotle (Oxford envi 
1934) p. 33. See also Sir Alexander Grant, The Ethics of Aristotle (London 1874) nui: 
vol. 1, p. 398 ff. and Eduard Zeller, Aristotle and the Earlier Peripatetics (London por: 
1897) vol. 1, p. 120 ff. icall 
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self a prejudiced verdict.”’!° Up to the end of the nineteenth century 
many philosophers and theologians believed that Hobbes was an 
atheist. At present many historians tacitly or explicitly reject that 
view: a contemporary thinker, while feeling that Hobbes was not 
exactly a religious man, has descried in his writings the outlines of 
a neo-Kantian philosophy of religion. Montesquieu himself, as 
well as some of his contemporaries, believed that De l’esprit des 
lois had a good and even a wonderful plan; Ladoulaye still be- 
lieved that the apparent obscurity of its plan as well as its other 
apparent literary deficiencies were due to censorship or persecu- 
tion. One of the most outstanding present-day historians of politi- 
cal thought, however, asserts that “there is not in truth much 
concatenation of subject-matter, and the amount of irrelevance 
is extraordinary,” and that “it cannot be said that Montesquieu’s 


Spirit of the Laws has any arrangement.” 
This selection of examples, which is not wholly arbitrary, shows 


10 James T. Shotwell, The History of History, vol. 1 (New York 1939) p. 356 ff. 

11Ferdinand Tonnies, Thomas Hobbes (3rd ed., Stuttgart 1925) p. 148. George 

E. G. Catlin, Thomas Hobbes (Oxford 1922) p. 25. Richard Hénigswald, Hobbes 
und die Staatsphilosophie (Munich 1924) p. 176 ff. Leo Strauss, Die Religionskritik 
Spinozas (Berlin 1930) p. 80. Z. Lubienski, Die Grundlagen des ethisch-politischen 
Systems von Hobbes (Munich 1932) p. 213 ff. 

12 George H. Sabine, A History of Political Theory (New York 1937) pp. 556 and 
551. Friedrich Meinecke, Die Entstehung des Historismus (Munich 1936) p. 139 ff. 
and p. 151, footnote 1. Edouard Laboulaye, “Introduction a 1’Esprit des Lois,” 
Oeuvres complétes de Montesquieu (Paris 1876) vol. 3, p. xviii ff. Laboulaye quotes 
in that context an important passage from d’Alembert’s “Eloge de Montesquieu.” 
See also Bertolini’s “Analyse raisonnée de 1’Esprit des Lois,” ibid., pp. 6, 14, 23 ff., 34 
and 60 ff. The remarks of d’Alembert, Bertolini and Laboulaye are merely explana- 
tions of what Montesquieu himself indicates for example where he says, in the 
preface: “Si l’on veut chercher le dessein de l’auteur, on ne le peut bien découvrir 
que dans le dessein de l’ouvrage.” (See also the end of the eleventh book and two 
letters from Helvetius, ibid., vol. 6, pp. 314, 320.) D’Alembert says: “Nous disons de 
l’obscurité que l’on peut se permettre dans un tel ouvrage, la méme chose que du 
défaut d’ordre. Ce qui seroit obscur pour les lecteurs vulgaires, ne l’est pas pour 
ceux que l’auteur a eus en vue; d’ailleurs l’obscurité volontaire n’en est pas une. 
M. de Montesquieu ayant a présenter quelquefois des vérités importantes, dont 
l’énoncé absolu et direct auroit pu blesser sans fruit, a eu la prudence de les 
envelopper; et, par cet innocent artifice, les a voilées 4 ceux 4 qui elles seroient 
nuisibles, sans qu’elles fussent perdues pour les sages.” Similarly, certain contem- 
poraries of the “rhetor” Xenophon believed that “what is beautifully and method- 
ically written, is not beautifully and methodically written” (Cynegeticus, 13, 6). 
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that the typical difference between older views and more recent 
views is due not entirely to progress in historical exactness, but also 
to a more basic change in the intellectual climate. During the last 
few decades the rationalist tradition, which was the common de- 
nominator of the older views, and which was still rather influen- 
tial in nineteenth century positivism, has been either still further 
transformed or altogether rejected by an ever-increasing number 
of people. Whether and to what extent this change is to be con- 
sidered a progress or a decline is a question which only the phi- 
losopher can answer. 

A more modest duty is imposed on the historian. He will merely, 
and rightly, demand that in spite of all changes which have oc- 
curred or which will occur in the intellectual climate, the tradi- 
tion of historical exactness shall be continued. Accordingly, he 
will not accept an arbitrary standard of exactness which might 
exclude a priori the most important facts of the past from human 
knowledge, but will adapt the rules of certainty which guide his 
research to the nature of his subject. He will then tollow such rules 
as these: Reading between the lines is strictly prohibited in all 
cases where it would be less exact than not doing so. Only such 
reading between the lines as starts from an exact consideration of 
the explicit statements of the author is legitimate. The context 
in which a statement occurs, and the literary character of the 
whole work as well as its plan, must be perfectly understood be- 
fore an interpretation of the statement can reasonably claim to be 
adequate, or even correct. One is not entitled to delete a passage, 
nor to emend its text, before one has fully considered all reason- 
able possibilities of understanding the passage as it stands—two 
of these possibilities being that the passage may be ironic, or that 
the editor or copyist responsible for an alteration of the original 
was intelligent and knew what he was doing. If a master of the 
art of writing commits such blunders as would shame an intel- 
ligent highschool boy, it is reasonable to assume that they are 
intentional, especially if the author discusses, however inciden- 
tally, the possibility of intentional blunders in writing. The views 
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of the author of a drama or dialogue must not, without previous 
proof, be identified with the views expressed by one or more of 
his characters, or with those agreed upon by all his characters or by 
his sympathetic characters. The real opinion of an author is not 
necessarily identical with that which he expresses in the largest 
number of passages. In short, exactness is not to be confused with 
refusal, or inability, to see the woods for the trees. The truly exact 
historian will reconcile himself to the fact that there is a differ- 
ence between winning an argument, or proving to practically 
everyone that he is right, and understanding the thought of the 
great writers of the past. 

It must, then, be considered possible that reading between the 
lines will not lead to complete agreement among all scholars. If 
this is an objection to reading between the lines as such, there is 
the counter-objection that neither have the methods generally 
used at present led to universal or even wide agreement in regard 
to very important points. Scholars of the last century were inclined 
to solve literary problems by having recourse to the genesis of the 
author’s work, or even of his thought. Contradictions or diver- 
gences within one book, or between two books by the same author, 
were supposed to prove that his thought had changed. If the con- 
tradictions exceeded a certain limit it was sometimes decided with- 
out any external evidence that one of the works must be spurious. 
That procedure has lately come into some disrepute, and at pres- 
ent many scholars are inclined to be rather more conservative 
about the literary tradition, and less impressed by merely internal 
evidence. The conflict between the traditionalists and the higher 
critics is, however, far from being settled. The traditionalists could 
show in important cases that the higher critics have not proved 
their hypotheses at all; but even if all the answers suggested by 
the higher critics should ultimately prove to be wrong, the ques- 
tions which led them away from the tradition and tempted them 
to try a new approach often show an awareness of difficulties 
which do not disturb the slumber of the typical traditionalist. An 
adequate answer to the most serious of these questions requires 
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methodical reflection on the literary technique of the great writers P 
of earlier ages, because of the typical character of the literary h 
problems involved—obscurity of the plan, contradictions within . 
one work or between two or more works of the same author, omis- . 
sion of important links of the argument, and so on. Such con- " 
templation necessarily transcends the boundaries of modern ” 
aesthetics and even of traditional poetics, and will, I believe, com- a 
pel students sooner or later to take into account the phenomenon 
of persecution. To mention something which is hardly more than . 
another aspect of the same fact, we sometimes observe a conflict “ 
between a traditional, superficial and doxographic interpretation " 
of some great writer of the past, and a more intelligent, deeper d 
and monographic interpretation. They are equally exact, so far dl 
as both are borne out by explicit statements of the writer con- 
cerned. Only a few people at present, however, consider the pos- 
sibility that the traditional interpretation may reflect the exoteric 7 
teaching of the author, whereas the monographic interpretation . 
stops halfway between the exoteric and esoteric teaching of the . 
author. . 
Modern historical research, which emerged at a time when per- 7 
secution was a matter of feeble recollection rather than of forceful f 
experience, has counteracted or even destroyed an earlier tendency ” 
to read between the lines of the great writers, to attach more weight . 
a 


to their fundamental design than to those views which they have 
repeated most often. Any attempt to restore the earlier approach 8 
in this age of historicism is confronted by the problem of criteria F 


for distinguishing between legitimate and illegitimate reading C 
between the lines. If it is true that there is a necessary correlation . 
between persecution and writing between the lines, then there is . 
a necessary negative criterion: that the book in question must a 
have been composed in an era of persecution, that is, at a time I 
when some political or other orthodoxy was enforced by law or 

custom. One positive criterion is this: if an able writer who has ; 
a clear mind and a perfect knowledge of the orthodox view and e 


all its ramifications, contradicts surreptitiously and as it were in N 
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passing one of its necessary presuppositions or consequences which 
he explicitly recognizes and maintains everywhere else, we can 
reasonably suspect that he was opposed to the orthodox system as 
such and—we must study his whole book all over again, with 
much greater care and much less naiveté than ever before. In 
some cases, we possess even explicit evidence proving that the 
author has indicated his views on the most important subjects 
only between the lines. Such statements, however, do not usually 
occur in the preface or other very conspicuous place. Some of them 
cannot even be noticed, let alone understood, so long as we confine 
ourselves to the view of persecution and the attitude toward free- 
dom of speech and candor which have become prevalent during 
the last three hundred years. 


Ill 


The term persecution covers a variety of phenomena, ranging 
from the most cruel type, as exemplified by the Spanish Inquisi- 
tion, to the mildest, which is social ostracism. Between these ex- 
tremes are the types which are most important from the point of 
view of literary or intellectual history. Examples of these are 
found in the Athens of the fifth and fourth centuries B.C., in 
some Moslem countries of the early Middle Ages, in seventeenth 
century Holland and England, and in eighteenth century France 
and Germany—all of them comparatively liberal periods. But a 
glance at the biographies of Anaxagoras, Protagoras, Socrates, 
Plato, Xenophon, Aristotle, Avicenna, Averroes, Maimonides, 
Grotius, Descartes, Hobbes, Spinoza, Locke, Bayle, Wolff, Mon- 
tesquieu, Voltaire, Rousseau, Lessing and Kant,'* and in some 
cases even a glance at the title pages of their books, is sufficient to 
show that they witnessed or suffered, during at least part of their 
lifetimes, a kind of persecution which was more tangible than 
13In regard to Kant, whose case is in a class by itself, even a historian so little 
given to suspicion or any other sort of skepticism as C. E. Vaughan remarks: “We 


are almost led to suspect Kant of having trifled with his readers, and of nursing an 
esoteric sympathy with Revolution.” (Studies in the History of Political Philosophy, 


Manchester 1939, vol. 2, p. 83.) 
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social ostracism. Nor should we overlook the fact, not sufficiently 
stressed by all authorities, that religious persecution and persecu- 
tion of free inquiry are not identical. ‘There were times and coun- 
tries in which all kinds, or at least a great variety of kinds, of 
worship were permitted, but free inquiry was not.'* 

The attitude people adopt toward freedom of public discussion 
depends decisively on their attitude toward the possibility of, or 
the limits on, popular education, that is, the communication of 
the truth discovered by philosophy or science to people who are 
not philosophers or scientists. Generally speaking, premodern 
philosophers were more timid in this respect than modern phi- 
losophers. After about the middle of the seventeenth century an 
ever-increasing number of heterodox philosophers who had suf- 
fered from persecution published their books not only to express 
themselves but also because they desired to contribute to the 
abolition of persecution as such. They believed that suppression 
of free inquiry, and of publication of the results of free inquiry, 
was accidental, an outcome of the faulty construction of the body 
politic, and that the kingdom of general darkness could be re- 
placed by the republic of universal light. They looked forward to 
a time when, as a result of the progress of popular education, 
practically complete freedom of speech would be possible, or—to 
exaggerate for purposes of clarification—to a time when no one 
would suffer any harm from hearing any truth.° They concealed 
their views only far enough to protect themselves as well as pos- 
sible from persecution; had they been more subtle than that, they 
would have defeated their purpose, which was to enlighten an 
ever-increasing number of people who were not philosophers. It 
is therefore comparatively easy to read between the lines of their 


14 See the “fragment” by H. S. Reimarus, “Von Duldung der Deisten,” in Lessing's 
Werke (Petersen and v. Olshausen edition) vol. 22, p. 38 ff. 

15 The question whether that extreme goal is attainable in any but the most 
halcyon conditions has been raised in our time by Archibald MacLeish in “Post-War 
Writers and Pre-War Readers,” Journal of Adult Education, vol. 12 (June 1940) in 
the following terms: “Perhaps the luxury of the complete confession, the uttermost 
despair, the farthest doubt should be denied themselves by writers living in any 
but the most orderly and settled times. I do not know.” 
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books.’® The attitude of an earlier type of writers was funda- 
mentally different. They believed that the gulf separating “the 
wise” and “the vulgar” was a basic fact of human nature which 
could not be influenced by any progress of popular education: 
philosophy, or science, was essentially a privilege of “the few.” 
They were convinced that philosophy as such was suspect to, and 
hated by, the majority of men.1? Even if they had had nothing to 
fear from any particular political quarter, those who started from 
that assumption would have been driven to the conclusion that 
public communication of the philosophic or scientific truth was 
impossible or undesirable, not only for the time being but for all 
times. They must conceal their opinions from all but philosophers, 
either by limiting themselves to oral instruction of a carefully 
selected group of pupils, or by writing about the most important 
subject by means of “‘brief indication.”'* 


16J am thinking of Hobbes in particular, whose significance for the development 
outlined above can hardly be overestimated. This was clearly recognized by Tonnies, 
who emphasized especially these two sayings of his hero: “Paulatim eruditur vulgus” 
and “Philosophia ut crescat libera esse debet nec metu nec pudore coercenda.” 
(Ténnies, op. cit., pp. iv, 195.) Hobbes also says: “Suppression of doctrines does but 
unite and exasperate, that is, increase both the malice and power of them that 
have already believed them.” (English Works, Molesworth edition, vol. 6, p. 242.) 
In his Of Liberty and Necessity (London 1654, p. 35 ff.) he writes to the Marquess 
of Newcastle: “I must confess, if we consider the greatest part of Mankinde, not as 
they should be, but as they are . . . I must, I say, confess that the dispute of this 
question will rather hurt than help their piety, and therefore if his Lordship 
[Bishop Bramhall! had not desired this answer, I should not have written it, nor 
do I write it but in hopes your Lordship and his, will keep it private.” 

17 Cicero, Tusculanae Disputationes, II, 1, 4. Plato, Phaedo, 64 b; Republic, 520 
b2-3 and 494 a4-10. 

18 Plato, Timaeus, 28 c3-5, and Seventh Letter, 352 d6-7, 341 c4-e3, and 344 d4-e2. 
That the view mentioned above is reconcilable with the democratic creed is shown 
most clearly by Spinoza, who was a champion not only of liberalism but also of 
democracy (Tractatus politicus, XI, 2, Bruder edition). See his Tractatus de intel- 
lectus emendatione, 14 and 17, as well as Tractatus theologico-politicus, V 35-39, 
XIV 20 and XV end. It would be a mistake to think that his Ethics is an esoteric, 
straightforward or scientific presentation of his doctrine because it is ordine geo- 
metrico demonstrata; for his Renati des Cartes Principia Philosophiae is likewise 
more geometrico demonstrata, although he disagreed with those principles in not 
a few points (see Epistola, IX). Professor H. A. Wolfson has the great merit of 
having emphasized the allusive, evasive and elliptical style of the Ethics, and of 
having observed in particular that Spinoza’s “statements are not significant for 
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Writings are naturally accessible to all who can read. Therefore 
a philosopher who chose the second way could expound only such 
opinions as were suitable for the nonphilosophic majority: all 
of his writings would have to be, strictly speaking, exoteric. ‘These 
opinions would not be in all respects consonant with truth. Being 
a philosopher, that is, hating “the lie in the soul” more than any- 
thing else, he would not deceive himself about the fact that such 
opinions are merely “likely tales,” or “noble lies,” or “probable 
opinions,” and would leave it to his philosophic readers to disen- 
tangle the truth from its poetic or dialectic presentation. But he 
would defeat his purpose if he indicated clearly which of his 
statements expressed a noble lie, and which the still more noble 
truth. For philosophic readers he would do almost more than 
enough by drawing their attention to the fact that he did not 
object to telling lies which were noble, or tales which were merely 
similar to truth. From the point of view of the literary historian 
at least, there is no more noteworthy difference between the typical 
premodern philosopher (who is hard to distinguish from the pre- 
modern poet) and the typical modern philosopher than that in 
their attitudes toward “noble (or just) lies,’ “pious frauds,” the 
“ductus obliquus’”!® or “economy of the truth.” Every decent 
modern reader is bound to be shocked by the mere suggestion that 
a great man might have deliberately deceived the large majority of 
his readers.?° And yet, as a liberal theologian once remarked, these 





what they actually affirm but for the denials which they imply.” He has tried to 
trace back these facts to the circumstance that Spinoza, a Jew, lived in a non- 
Jewish environment, in which he “never felt himself quite free to speak his mind.” 
Accordingly, he is compelled to assert: “Little did (Spinoza) understand the real 
cause of his own behavior.” (The Philosophy of Spinoza, Cambridge, Mass. 1934, 
vol. 1, pp. 22-24.) I for one am convinced that Spinoza understood the real cause 
perfectly well, and that therefore the mature Spinoza would have been equally 
“cautious, hesitant and reserved” if he had lived in a purely Jewish environment. 
See also, for example, Tractatus theologico-politicus, Il, 31; XV, 2-3; and XVII, 24. 
19 Sir Thomas More, Utopia, latter part of first book. 

20A rather extensive discussion of the “magna quaestio, latebrosa_tractatio, 
disputatio inter doctos alternans,” as Augustinus called it, is to be found in Grotius’ 
De Jure Belli ac Pacis, III, chap. 1, §7 ff., and in particular §17, 3. See also inter alia 
Pascal's ninth Provinciale and Jeremy Taylor, Ductor Dubitantium, Book III, chap. 
2, rule 5. 
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imitators of the resourceful Odysseus were perhaps merely more 
sincere than we when they called “lying nobly” what we would 
call “considering one’s social responsibilities.” 

An exoteric book contains then two teachings: a popular teach- 
ing of an edifying character, which is in the foreground; and a 
philosophic teaching concerning the most important subject, which 
is indicated only between the lines.” This is not to deny that 
some great writers might have stated certain important truths 
quite openly by using as mouthpiece some disreputable charac- 
ter: they would thus show how much they disapproved of pro- 
nouncing the truths in question. There would then be good 
reason for our finding in the greatest literature of the past so many 
interesting devils, madmen, beggars, sophists, drunkards, epicu- 
reans and buffoons. Those to whom such books are truly addressed 
are, however, neither the unphilosophic majority nor the perfect 
philosopher as such, but the young men who might become 
philosophers: the potential philosophers are to be led step by step 


21 Only the exoteric teaching is of interest to the sociologist of knowledge, for only 
the exoteric teaching had, could have and was intended to have a popular appeal. 
But sociology is not enough: there were always people who were not merely ex- 
ponents of the society to which they belonged, or of any society, but who success- 
fully endeavored to leave “the cave.” It is those people, and those people only, 
whom we still call philosophers, lovers of the truth about “the whole” and not 
merely about “the whole historical process.” The independence of the philosopher, 
as far as he is a philosopher, is only one aspect of a more fundamental independ- 
ence, which was recognized equally by those who spoke of a presocial “state of 
nature” and by those who emphasized so strongly the fact that “man is generated 
by man and the sun,” not by society. It sometimes happens that a genuine philos- 
opher agrees with the political views of his family, or sect, or class, and that there- 
fore the political (and moral) opinions which he expounds in his writings are 
merely more impressive and imaginative expressions of what his father or uncle or 
brother also said. But if one wants to understand the hidden reason why he chose 
these political views and not those of another class—for he was, as a philosopher, 
free to choose—one must look beneath the surface of his teaching by disinterring 
his esoteric teaching which is indicated between the lines, and which is usually not 
very flattering to father, uncle or brother. To take the superficial and practical 
agreement of a philosopher with his family or class as a proof that that philosopher 
was under the spell of the prejudices of his family or class, is an example still 
fairly common of post hoc, ergo propter hoc. This fallacy is much more serious 
than any paralogism committed by Plato, for example, because it is not noticed by 
those who commit it. 
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from the popular views which are indispensable for all practical 
and political purposes to the truth which is merely and purely 
theoretical, guided by certain obtrusively enigmatic features in 
the presentation of the popular teaching—obscurity of the plan, 
contradictions, pseudonyms, inexact repetitions of earlier state- 
ments, strange expressions, etc. Such features do not disturb 
the slumber of those who cannot see the wood for the trees, but 
act as awakening stumbling blocks for those who can. All books 
of that kind owe their existence to the love of the mature phi- 
losopher for the puppies*® of his race, by whom he wants to be 
loved in turn: all exoteric books are “‘written speeches caused by 
love.” 

Exoteric literature presupposes that there are basic truths which 
would not be pronounced in public by any decent man, because 
they would do harm to many people who, having been hurt, would 
naturally be inclined to hurt in turn him who pronounces the 
unpleasant truths. It presupposes, in other words, that freedom 
of inquiry, and of publication of all results of inquiry, is not 
guaranteed as a basic right. This literature is then essentially 
related to a society which is not liberal. Thus one may very well 
raise the question of what use it could be in a truly liberal society. 
The answer is simple. In Plato’s Banquet, Alcibiades—that out- 
spoken son of outspoken Athens—compares Socrates and his 
speeches to certain sculptures which are very ugly from the out- 
side, but within have most beautiful images of things divine. The 
works of the great writers of the past are very beautiful even from 
without. And yet their visible beauty is sheer ugliness, compared 
with the beauty of those hidden treasures which disclose them- 
selves only after very long, never easy, but always pleasant work. 
This always difficult but always pleasant work is, I believe, what 
the philosophers had in mind when they recommended education. 
Education, they felt, is the only answer to the always pressing ques- 
tion, to the politica! question, of how to reconcile order which is 
not oppression with freedom which is not license. 


22 Compare Plato, Republic, 539 a5-dl, with Apology, 23 c2-8. 
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SPROUT, HAROLD and MARGARET. Toward a New Order of Sea 
Power: American Policy and the World Scene 1918-1922. Princeton: 
Princeton University Press. 1940. 332 pp. $3.75. 


The greater part of this excellent book is a thorough narrative of 
the naval conference at Washington, which was one of the rare com- 
paratively successful international attempts to limit armaments. The 
reader becomes very well acquainted with the nearly insurmountable 
difficulties which hinder any general limitation of armaments, even 
in a relatively favorable international situation. Maliciously one 
might say that the conference succeeded only because the main pro- 
tagonists simply did not realize the potential dangers of the situation, 
or because some of them, like Italy, could actually increase the relative 
strength of their navies. On the other hand, the limitations were pos- 
sible because officially all naval powers adopted one naval doctrine, 
Mahanism—according to which only battleships are important—while 
unofficially they clearly saw the shortcomings of this doctrine, and 
successfully opposed any limitation on other kinds of warships or 
on naval aviation. 

The fundamental idea of the book is that a new order of sea power 
is in the making. We are at present undergoing an evolution similar 
to that which, in the late middle ages and at the beginning of modern 
times, led to the weakening and finally to the destruction of the military 
preponderance of the old Reich, and to the formation of a military 
equilibrium on the European continent. Similarly, at the time of the 
Washington naval conference British naval supremacy, which amounted 
to a pax Britannica all over the world, was being replaced by an in- 
ternational naval equilibrium. Today, because of British-American 
cooperation, the situation has changed once more, but even this co- 
operation might not be able to establish a pax Anglo-Saxonica, for 
the new technology will not permit the easy restoration of such a 
universal naval control—or at least, the naval methods which the 
British have used in the past can never again have such a far-reaching 
effect. Mahan’s interpretation of the sources of sea power proves to be 
nothing but a misinterpretation of specific conditions which he con- 
sidered general and absolute. Britain acquired her naval supremacy 
not because she had an overwhelming force of battleships (which, in 
fact, she very seldom had), but because she could control the im- 
portant sea bottlenecks, the straits, and because there was no competing 
naval power outside Europe. Britain’s control of the European narrow 
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waters was thus identical with control of the high seas. We could add 
that British naval supremacy was also partly due to British economic 
supremacy, and in particular to Britain’s monopoly of heavy industry 
and her preponderance in the production of coal. 

It is obvious that these conditions exist no longer. There are today 
naval powers which cannot be controlled through the European 
narrow waters. Commerce has shifted to the high seas, and Britain’s 
economic supremacy has been destroyed. Moreover, new weapons 
have rendered ineffective any control of narrow waters by a navy 
which is not stationed very close to them, or even on their shores. 
That is why Britain can never regain her former position, even if 
she retains her numerical naval superiority. All major naval powers 
at present have their respective zones of influence where no other 
navy can permanently interfere unless the defending fleet is destroyed. 
Any pax Americana established by sea superiority would be espe- 
cially hampered by the absence of narrow waters in the American 
hemisphere, or, to be exact, of narrow waters which form bottlenecks 
to all important powers, since the Panama Canal is a concern chiefly 
of the United States. The United States, in addition, can scarcely 
interfere with European water lanes, not to mention the fact that 
its economic situation is not as strong, comparatively speaking, as 
was the British in the nineteenth century. 

There is not the slightest doubt, indeed, that orthodox faith in 
traditional Mahanism must be revised. The arguments advanced by 
the Sprouts are very strong, and show convincingly that, besides bat- 
tleships, there must also be geographical positions, economic su- 
premacy and an arsenal of non-naval weapons, particularly of aircraft, 
if undisputed naval supremacy is to be restored. The present war also 
proves that sea power cannot be efficient unless it relies on strong 
armies. In short, the Sprouts’ important book demonstrates that if we 
intend to follow Mahan’s basic idea of the decisiveness of sea power, and 
consequently try to establish American naval supremacy, we should rid 
ourselves of all Mahan’s specific conceptions and reconsider the whole 
problem on the basis of present conditions. I venture to think that by a 
bold and skilful combination of air and sea power, a pax Anglo-Sax- 
onica is not at all beyond the capacities of the English-speaking nations. 
We should be grateful to the Sprouts because, by their excellent his- 
torical work, they make us realize what the present conditions of sea 


power really are. 
STEFAN T. Possony 


Institute for Advanced Study 
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SHOTWELL, JAMES T. What Germany Forgot. New York: Mac- 
millan. 1940. 152 pp. $1.50. 

The mere fact that such a book as this has outlasted almost two 
years of most fateful events without becoming obsolescent is a posi- 
tive recommendation. The book deals with one of the basic problems 
of the second World War: the interpretation of the Treaty of Ver- 
sailles, on which the author is a leading expert. In opposition to 
the deliberate exploiters of that peace, the Nazis, as well as to their 
unconscious rubber stamps, liberals of this and other countries, Shot- 
well analyzes the strange process by which the peace rather than the 
war became the German grievance. It must be emphasized that he 
judges Germany objectively and fairly, frequently stating her “virtues,” 
prewar and postwar, very often excusing her “guilts.” 

Without engaging in a historical controversy over the immediate 
and remote causes of the World War, Shotwell points out the straight 
line of Prussianism, the “tradition of militarism” from Frederick II 
through Bismarck to Hitler (pp. 67-70). One of the political con- 
sequences of this tradition was the World War concept of Mittel- 
europa, a real forerunner of the Grossraum and Lebensraum policy 
of National Socialism. Shotwell emphasizes that the Maitteleuropa 
ideology was kept alive in Germany because the markets of other 
countries, unwilling to become the victims of German dumping, 
“were speedily closed by protective-tariff legislation, especially in 
the United States” (p. 45). But natural as this legislation was, its con- 
sequences were negative—one result being the feverish expansion of 
American capital into the Germany economy, producing an artificial 
inflation. There is perhaps too little recognition of the fact that 
the “false recovery” between the end of the German inflation and 
the Black Friday of 1931 was also closely connected with this unsound 
credit expansion—an expansion organized by the Dawes plan (1924) 
and the Young plan (1929), regulating reparations payments on the 
basis of new credit transactions in the prevailing interest of American 
investors. Hoover’s moratorium was only the final consequence of this 
investment policy. Thus overexpanded credit, of which the main 
causes were political as Shotwell courageously recognizes, again re- 
sulted in fateful political consequences. 

Shotwell wholeheartedly testifies to the honor of the statesmen of 
the Weimar Republic, from Ebert to Bruening. It seems to him one 
of the greatest triumphs of Nazism “that few Germans, even those 
who are refugees in other lands from the Nazi terror, are ready to 
do justice to the statesmanship which staggered under the load left 
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by the World War” (p. 79). In contrast to Nazified common opinion, 
he insists upon the historic truth that “the Republic had succeeded 
by its policy of fulfilment or by its persistent and unyielding opposi- 
tion, in freeing Germany from practically all of the ‘servitudes’ of 
the Treaty, except the rectification of boundaries” (p. 77). This state- 
ment is based upon a sociological thesis of far-reaching importance: 
“For history has clearly shown that revolutions do not happen, or 
at least not succeed, when a people is on the downward path, but 
only after it has turned the corner on its misfortunes and has started 
upward again. .. . It is when the oppressed, and those who think 
themselves oppressed, begin to feel enough strength to make headway 
against oppressive conditions that movements for redress have to be 
reckoned with, because they begin to speak in terms of power. By 
intuition and instinct rather than any intelligent knowledge of these 
facts the greatest demagogue in Germany’s history framed these re- 
sentments in terms of the Nazi revolt against the existing political 
system both at home and abroad” (pp. 62-3). 

Three weapons enabled Hitler to reach this goal: the tradition of 
Prussian militarism, propaganda against Versailles and propaganda 
against the imputation of war guilt. Liberal opinion everywhere 
was aligned to the German cause, and American liberalism in par- 
ticular “was a willing and ready victim for those who could exploit 
its prejudices” (p. 83). If the peace treaties had contained nothing 
more than the territorial rectifications on the Rhine and the Vistula, 
and the creation of the six Succession States out of the Austro-Hun- 
garian monarchy, they would have been justified. “The restoration 
of Poland and the acceptance of Masaryk’s philosophy . . . were acts 
of which the Peace Conference had every reason to be proud” (p. 85). 
But the German—and liberal—complaint was based on the refusal 
of the request of the German delegation “that the right of self- 
determination be also respected in favor of the Germans of Austria 
and Bohemia” (p. 118). As against the 65 million in Germany, how- 
ever, the peace treaties were judged good by an overwhelming majority 
of the more than go million people in the six Succession States, includ- 
ing a majority of the Austrians who, after their first enthusiasm for 
Anschluss—a conceivable consequence of their despair at the collapse 
of the Austrian empire—very soon adapted themselves to their in- 
dependence. 

Shotwell is an advocate of the Treaty of Versailles. His clear lan- 
guage and vision contrast sharply to the noxious propaganda against 
that peace which has emanated from Germany, pre-Nazi and Nazi, 
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and to which so many honest people of all nations have succumbed. 
We must be grateful to him for definitively destroying the illusion that 
any real progress from one peace to another can be achieved by those 
who are striving for national power. He makes a sociologically shrewd 
remark when he explains that Germany looked only at the peace, 
the guilt of others, and not at the war, her own guilt, because she did 
not want to share in the payment of the war costs. But as a result 
autarchy is “the final form in which World War costs came home to 
Germany” (p. 127). 

Moreover, the author gives a splendid example of objective judg- 
ment on the history of one’s own nation. He clearly states that a basic 
element of the peace treaty was destroyed when the American Senate 
disapproved of the peace policy of the American president (pp. 99- 
100). Again, coiicerning the question of disarmament, “the United 
States was itself one of the chief impediments to genuine disarma- 
ment; because for a whole decade after the War it refused to help to 
put anything in the place of war, by its denial of the League of 
Nations and the World Court” (p. 111). Shotwell does not shrink from 
saying that “there are various kinds of anarchy: the violent and ag- 
gressive type which Hitler personifies, and the non-cooperative, isola- 
tionist type which is the unconscious accomplice of the militarist” 
(p. 112). Science cannot give a definitive decision on whether such 
things as the lack of American postwar cooperation, with its fateful eco- 
nomic consequences in trade and investment policy, or the innate Prus- 
sian tradition of militarism was the more tragic cause of the failure of 
postwar reconstruction. But aside from this hardly soluble question, 
there can be no doubt that only those representatives of nations who 
understand their own national failures and are not blinded by their 
own national successes will be welcomed to contribute their share to 


the reconstruction ahead. 
Ernst KARL WINTER 


HERLITZ, NILS. Sweden: A Modern Democracy on Ancient Founda- 
tions. Minneapolis: University of Minnesota Press. 1939. 127 pp. $2. 


Nils Herlitz, expert in Swedish public law, makes in this book a 
concise and illuminating contribution to the sociological problem of 
the “Middle Way,” investigating the institutional background of 
Swedish democracy from a point of view which in recent discussions 
has very often been left unconsidered. The publication is of special 
interest to the social scientist because the author stresses the relation- 
ship between the development of public law and the general social 
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background. A lecture tour through the United States has enabled 
Herlitz to lay emphasis on those features of Swedish democracy which 
might be of greatest interest to the reader in this country. 

In Sweden, the evolution of governmental institutions and their 
adaptation to social necessities has never been hampered by an origi- 
nal “constitution.” Thus the interpretation and reformulation of gen- 
eral statutes was never thrown open to casuistic debate in parliament 
and political parties, and the functions of king, government and par- 
liament were determined by flexible adjustment to the prevailing 
balance of social powers, to political and administrative needs. The 
lack of a basic manifestation of the people’s will was compensated for 
by old traditions of self-government and cooperation for the good of 
the community at large. 

Parliamentary history in Sweden goes back to the fifteenth century, 
when the struggle for freedom from Denmark and Norway called for 
united efforts of the whole country and the various estates of the 
population. The exact function of the representation of the people 
was not defined during the early years. It was the main task of the 
members of the Riksdag to persuade their local communities to accept 
and carry out the decisions of these occasional conventions. The 
Riksdag, to begin with, had no legislative power. It was not until the 
Thirty Years War in the early seventeenth century, when Sweden 
awoke to important functions in European politics, that the majority 
resolutions of the Riksdag were looked upon as binding for the local 
communities of the vast country. This development, however, had a 
basis in political practice. The regeringsform of 1634 established a 
monarchic absolutism which left only advisory functions to the repre- 
sentatives of the people and the king’s council, which must be looked 
upon as the origin of the later democratic government. 

It is important in the social and political history of Sweden that the 
country did not go through the feudal suppression of the mass of the 
people by a powerful nobility. Together with the clergy, the burghers 
and the farmers, the nobility had a merely advisory function in 
Riksdag and council. Only through the infiltration of its members into 
the army and the bureaucracy of the civil service did the nobility raise 
its political influence beyond that of the other estates. 

These early forms of political life in Sweden, in spite of the strong 
position of the king, have provided valuable political experience and 
education for the nation at large. The four estates cooperated on a 
discussion basis in the early committees of the Riksdag which investi- 
gated, discussed and prepared for final decision matters of political 
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led importance. Members of the civil service, always highly represented 
ich in the Swedish parliament, added expert information to these dis- 

cussions. Independent laymen, not only members of the nobility, 
eir have always been trusted with political responsibilities, thus spreading 
igi- the understanding of governmental decisions. Finally, the close per- 
en- sonal relationship between municipal governments and national rep- 
ent resentations must be mentioned as a historical feature in the education 
ar- for democracy in Sweden. 
ing Herlitz shows how this background of political traditions has en- 
‘he abled his country to keep the cooperation of different interest groups 
for through various stages (more or less “democratic” in the formal sense) 
of of reorganization of governmental institutions, despite the social con- 
flict arising in the course of the industrialization process. The spirit 
ry, of cooperation, the distribution and prestige of political responsi- 
for bilities and, finally, the education of the masses are the foundation of 
he a democracy which is here explained as a social phenomenon rather 
dle than as a political system. 
he SVEND RIEMER 
pt University of Washington 
“i TININER, GERHARD. The Variate Difference Method. [Cowles 
m Commission for Research in Economics, monograph no. 5.] Blooming- 
ty ton, Indiana: Principia. 1940. 175 pp. $2.50. 
al The variate difference method belongs to the class of statistical tools 
a known as methods of “decomposing” time series. Let w;, wo, . . . , Wn 
a be an economic time series, say a series of prices for m consecutive 
e- months. The form of such series may suggest a decomposition into 
-d more elementary components. Such a splitting, however, may be per- 
formed in an infinity of ways; it becomes a determinate process only 
1e when a certain hypothetical model is adopted. The model adopted in 
1e the variate difference method is as follows: For each point of time, 
rs t (t=1, 2,..., m), the element w, consists of two additive parts, 
in w,= m,+%x,, where m,—the “systematic” part—is a constant, while 
0 x,—the “disturbance”—is a random variable, such that the expected 
se value of w; is equal to m;. The n random variables, x1, x2, . . . , X,, are 
assumed to be independently distributed with zero means and the 
ig same variances. The m constants, m,, M2, ..., M, (the “systematic” 
d parts), are assumed to lie on a smooth curve of such a nature that the 
a values of its successive differences—that is, Am, = (m;,1 — m;), A?m, = 
i- (Am;,,; — Am,), etc.—converge uniformly to zero with increasing order 


1 of the differences. A wide class of elementary functions is of this 
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type. The series x,, on the other hand, is by its very nature not of this 
type. The variance (the square of the standard deviation) of successive 
differences of x, remains constant when divided by certain known 
coefficients. Hence, by taking successive differences of the series w;, 
the “trace” of m, will tend more and more to disappear, so that for 
differences of order greater than a certain order, say k, their variance is 
principally, if not entirely, that of x;. 

Because of sampling errors one does not know exactly the order k 
of differentiation needed to eliminate the m’s. The statistical problem, 
therefore, is to test the hypothesis that the kth order difference of the 
m-series is zero. If this hypothesis is true, the variance of the kth 
order difference of w, will be equal to that of its (k + 1)th difference 
(after dividing by the coefficients mentioned), and both will be equal 
to the variance of the x’s. Professor O. Anderson of Bulgaria com- 
pared the difference between the two sample variances with its stand- 
ard error to see whether that difference was small enough to be 
explained by mere chance. But this method is justified only for large 
samples. A satisfactory test for small samples could be obtained if 
the distribution of the ratio of the sample variances for two con- 
secutive differences of the x-series were known. But to find this dis- 
tribution, even for normally distributed x’s, is difficult, because there 
will be interdependence in the difference series. To get around this 
difficulty Tintner introduces a “method of selection”: that is, given 
two consecutive difference series he selects terms from each series 
such that they have no x-element in common. Assuming the x’s to be 
normally distributed, he may then use the so-called “analysis of vari- 
ance” distribution for the ratio. By this selection, however, the loss 
in number of degrees of freedom is of course very great. (For a dis- 
cussion of technical details, see the reviewer’s “A Note on the Variate 
Difference Method,” Econometrica, vol. 9, January 1941, pp. 74-79.) 

The book represents one of the first serious attempts to handle 
economic-statistical problems by means of the tools of modern prob- 
ability theory and statistical inference, and therefore deserves the at- 
tention of economic research workers. 

TRYGVE HAAVELMO 


Cambridge, Mass. 


LOWITH, KARL. Von Hegel bis Nietzsche. Ziirich, New York: Eu- 
ropa. 1941. 538 pp. $4.50. 


This book should be of interest to all who wish to understand the 
emergence of European, and in particular of German, nihilism. Its 
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subject may be said to be the transformation of European humanism, 
as exemplified by Goethe and Hegel, into German nihilism, as exem- 
plified by Ernst Jiinger. Its thesis is that the philosophic development 
proceeding from Hegel, which was of “deadly logical ruthlessness,” 
offers the clue to what is happening in present-day Germany (p. 530). 
It would not be easy to find another book touching so many contro- 
versial topics of a political character which is equally remote from 
partisanship. It is written sine ira et studio, without sentimentality 
or vagueness, and with competence and a natural grace. The treat- 
ment is narrative and meditative rather than disputative or analytical. 
At times, for instance when describing Goethe’s “Christian paganism” 
and Hegel’s “philosophic Christianism,” the author, adapting him- 
self to the character of his subject, seems to draw rather than to speak. 

We can recall the time when the period between the death of 
Hegel and the return to Kant after 1860 was considered more or 
less a vacuum in German philosophy (p. 162 ff.). That time has 
passed: since the end of the World War, full justice has been done 
to the historical importance of the older Schelling, Kierkegaard and 
Marx by many people who imitated, wholly or in part, the model 
development leading from Hegel to Nietzsche. Léwith, having from 
his youth followed the postwar development with passionate atten- 
tion and critical sympathy, and having arrived at a point almost 
beyond its reach, sums it up and takes leave of it by presenting to 
us a lucid and sober account of the model development. 

The development discussed is the transformation of philosophy 
from a consideration of all beings sub specie aeternitatis into an 
analysis of one’s time from the point of view of one’s time—a trans- 
formation followed by Nietzsche’s attempt to restore the original 
meaning of philosophy (Part I); and the transformation of the ideals 
of the independent citizen, of work, Bildung, Humanitdt and Chris- 
tianity into so many “problems” and finally into objects of disgust 
(Part II). While by no means neglecting the experience of his genera- 
tion, the author has the courage to look at these transformations from 
a point of view which is not of the present time nor of the period 
immediately preceding it; and in choosing his point of view he has 
shown not only courage but discretion. His unbiased understanding 
of Goethe enables him to see that the way leading from Hegel through 
Marx, Kierkegaard and historicism to Nietzsche and beyond is neces- 
sary, not absolutely, but only on the basis of Hegel. He indicates the 
reason why he no longer believes in the absolute necessity of Hegel’s 
system—that is, in its superiority to any doctrine not presupposing 
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it—by contrasting Hegel, whose influence was overwhelming and is 
still very great, with his older contemporary, Goethe, who, in the words 
of Nietzsche, was “in the history of the Germans an accident without 
consequences.” To Hegel’s construction of the history of the mind as 
the Absolute, he opposes Goethe’s perception of the “Urphanomene” 
of nature, a perception which is the basis of an unbiased and adequate 
understanding of “historical” phenomena as phenomena belonging 
to “the realm of human arbitrariness,” not constituting by themselves 
a genuine whole or wholes (p. 239 ff. and p. 290 ff.). This confronta- 
tion implies that not humanism as such, as some theologians would 
have it (see p. 35 ff., p. 263, p. 528 ff.), but only a specific humanism 
ultimately led to nihilism. (Compare the emphatic conclusion of the 
chapter on Humanitdt with the conclusions of the other chapters in 
Part II.) 

The book ends with the suggestion of a return to Goethe, and the 
assertion that a return to Goethe or to anyone else is impossible “in 
der Zeit.” This rather cryptic statement probably means that so far 
as the “time,” the “historical reality,” is concerned, no return to an 
earlier “historical reality” is possible: once certain customs, beliefs or 
institutions have ceased to be an unquestioned element of human life, 
no deliberate effort can ever restore their original force. But what 
holds true of such public things does not apply to insights: those of 
former thinkers may be forgotten, and they can be recovered by un- 
remitting effort. While a return to the “time,” to the “world” of 
Goethe—to “Weimar” —is impossible, a return to his insights and his 
approach may be a necessity. One cannot, I confess, be certain that 
this interpretation of Léwith’s intentions is correct. (It seems to be 
contradicted by remarks on pp. 13 note 1, 52, 112, 270 ff., 463 note 31, 
493 and 529.) If it is correct, the book as a whole would be even more 
than a remarkable expression of the crisis of historicism: it would be 
a contribution to liberation from it. 

The unity of thought which underlies the book is somewhat ob- 
scured by the fact that the fruitful confrontation of the nineteenth 
century development with the attitude and views of Goethe is restricted 
to Part I. In “Das Problem der biirgerlichen Gesellschaft,” the first 
and basic chapter of Part II, L6with contrasts Hegel and his successors 
not with Goethe but, pertinently enough, with Rousseau. But while 
his interpretation of Goethe is not fettered by the prejudices of the 
nineteenth century, his interpretation of Rousseau keeps within the 
limits of the tradition established by Hegel in particular. He identifies 
what Rousseau still considered the eternal and final contradiction 
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between humanité and patriotisme with the historical and soluble 
antinomy between the ideal of Christianity and that of classical an- 
tiquity (p. 317 ff.). He does not realize that Rousseau’s primary concern 
is with the fundamental difference, recognized by the philosophic 
tradition but obliterated by the predominant trend of the nineteenth 
century, between “nature” and “convention.” (Accordingly, an analysis 
of the Elective Affinities would have been an almost equally appro- 
priate introduction to the chapter in question.) As a consequence, his 
presentation of the politicizing of philosophic thought in the nineteenth 
century is not as lucid as his presentation of the parallel process of his- 
toricizing. Similarly the otherwise excellent chapter “Das Problem der 
Arbeit” would have gained considerably if the Hegelian view of labor 
as a “negative behavior toward nature” had been contrasted on the 
one hand with the classical view of both mechanical and fine arts as 
imitation of nature, and on the other hand with Locke’s doctrine 
of labor as the origin of private right. L6with would thus have been led 
to bring to light the common origin, not only of the ideals of Arbeit and 
Bildung (p. 357), but also of the ideal of M. Homais and “l’art pour 
l'art.” It testifies to the value of L6with’s book that these and similar 
additions would in no way necessitate a revision of the principles on 


which it is based. 
LrEo STRAUSS 


MANDELBAUM, MAURICE. The Problem of Historical Knowledge. 
New York: Liveright. 1938. 340 pp. $3.50. 

American discussion concerning the objectivity of the social sciences 
has been suggested and considerably promoted by Alexander Golden- 
weiser and by Maclver’s contributions to the problem of social causa- 
tion. Mandelbaum’s book indicates challenging progress in this field 
of philosophical reflection. In the examinations of methodological 
relativism which have centered around Charles Beard, Carl Becker 
and their schools three considerations are usually set forth as argu- 
ments against the possibility of scientific objectivity in the selective 
and synthetic procedure of the historian: first, the actual occurrences 
of history are much richer in content than their selective presentation; 
second, the continuity and structure of recorded history do not coin- 
cide with those of actual events; third, value judgments are relevant 
to the present, not to the past. Mandelbaum reexamines these theses 
in a thorough and highly original analysis of the problems of rele- 
vance and causality in historical concreteness. 

In pointing out that historical statements are statements, not judg- 
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ments, he very ably discloses the untenable position of neo-Kantian 
relativists and counter-relativists. This careful methodological analysis 
implies a “correspondence” theory of truth. Likewise his methodologi- 
cal reflections on relevance and causation lead him to conclude that 
structure, continuity and meaning are objective data which are to be 
discovered by scientific analysis, not ideas to be created by the subjec- 
tive historian, “The intelligible nature of a historical account does not 
rest on valuational factors which are introduced by the historian; 
we understand a historical work only, because the determinate con- 
nections which characterize events in the history are capable of being 
understood. The historian finds these connections and singles them 
out for others to see” (p. 271). This realistic position leads to con- 
clusions which have already been suggested, although from another 
philosophical standpoint, by E. Wind and E. Panofsky: the thesis that 
there is no fundamental qualitative difference between a research and 
a synthetic historian. They do the same, but on a different scale; both 
elaborate the relations of existential dependence and the interaction 
of producers and products in social change. E 

Mandelbaum is aware of the far-reaching consequences of these 
methodological conclusions for the intellectualistic philosophies of 
history, whether idealistic or positivistic. ‘They all share a tendency 
toward a monistic and monopolistic interpretation of history, and 
their limitations are revealed by Mandelbaum’s doctrine of methodo- 
logical penetration of historical concreteness. In fact, his analysis of 
historical pluralism as compared with relativistic historicism is the 
most illuminating part of his book. This chapter concludes the previ- 
ous logical and methodological investigations by pointing out that 
objective and valid knowledge is possible when the pluralistic struc- 
ture, the various levels and strata, of the historical process are ac- 
knowledged. Unfortunately, however, Mandelbaum does not give an 
explicit statement of the change which has been going on for quite a 
while in the philosophy of history. The trends toward a philosophical 
science of man, on the one hand, and toward a theology of history on 
the other hand, are destroying the philosophies of history which were 
theories of progress. These tendencies are conspicuous in the meta- 
physical presuppositions of Mandelbaum’s own position without being 
formulated explicitly. 

In Mandelbaum’s interpretations of relativists and counter-rela- 
tivists, the chapters in which he analyzes Croce, Dilthey, Mannheim 
and Simmel, Rickert, Scheler and Troeltsch, it is to be regretted that 
he did not drop one or two of these thinkers in order to deal with 
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Max Weber and Jacob Burckhardt, the latter perhaps the best exam- 
ple for corroborating his own position, the former an illuminating 
model of the failure of neo-Kantian positivism. In his critical reviews 
of Simmel, Rickert and Mannheim his attempt to restrict his analyses 
to purely methodological problems is successful; these are fair and 
thorough reviews. The same cannot be said of his interpretations of 
Scheler, Dilthey and Troeltsch, which lack a thorough knowledge of 
the context and the center of their philosophical thought. For a genu- 
ine interpretation of these thinkers it is essential that one be aware of 
the metaphysical intentions inherent in their methodological problems, 
and Mandelbaum’s analyses of this relationship are not quite satisfac- 
tory. It is particularly regrettable that he shows no greater famili- 
arity with Max Scheler, whose work is especially close to his own posi- 
tion. But these critical remarks are not intended to disparage the 
fundamental significance of this admirable piece of pioneer work. 
It is a promising contribution to American philosophy and an im- 
pressive manifestation of Professor Wilbur Marshall Urban’s guidance. 
ALBERT SALOMON 


DALTON, JOHN E. Sugar: A Case Study of Government Control. 
New York: Macmillan. 1937. 311 pp. $3. 

Sugar has long occupied a preferred position among the commodi- 
ties which attract public interest. For many years imported from 
tropical islands to the main countries of consumption, it was con- 
sidered a luxury and figured as a source of revenue in Europe as 
well as in the United States. Even after it became recognized as a 
general food, the tax fiscus still clung to the luxury concept. From 
the beginning of the agricultural depression in 1928, sugar has been 
one of the commodities beset with difficulties. Plant breeding and 
technological progress have drastically curtailed costs, overcapacities 
have been built up, government subsidies and protectionism have 
created new growing areas, and consumption no longer increases. 

The Chadbourne plan for international control of the world sugar 
market tried to overcome the worst effects of the surplus situation. 
Although it controlled only one half of the world’s sugar, within 
five years it reduced production in the controlled area by 50 percent, 
whereas uncontrolled areas showed a 20 percent increase. 

John E. Dalton, professor at Harvard and former chief of the sugar 
section of the A.A.A., contributes a remarkably concise and_thor- 
ough monograph on the sugar policy of the United States, with par- 
ticular emphasis on the Sugar Act of 1934 and its administration. 
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Under the traditional protection of an import duty from 1789 to e 
1891, a domestic bounty combined with free sugar from 1891 to 1894, q 
and thereafter a duty without bounty, beet sugar has increased within L 
three decades from 3 percent of the national consumption to 21 per- F 
cent, while the share of domestic cane sugar fell from 11 to 3 percent te 
and that of the insular areas rose from 15 to 48 percent. S 
The author shows how the industry proposed a stabilization agree- 
ment as an emergency policy against the sugar depression. The ob- S 
jectives were to raise the price of raw sugar to parity, to restrict de- 
liveries from all producing areas by quotas, to limit the production of E 
beets and cane and to prohibit methods of unfair competition in the [i 
distribution of sugar. This agreement was rejected, but the Sugar P 
Act passed by Congress followed the same lines of policy proposed by 
the various groups of the sugar industries. In 1934 it established fixed t 
marketing quotas for United States beet and cane sugar, and left v 
to the direction of the Secretary of Agriculture the establishment of p 
quotas for the Philippine Islands, Puerto Rico, Hawaii, the Virgin 7 
Islands and other territories, and Cuba. In the following year the 9 
control of production by average allotments and by direct bounties ti 
to producers was added. In 1936 the Supreme Court prohibited the ii 
limitation of production and direct payments to producers. In the a 
same year Congress repealed the invalidated processing tax but ex- ii 
tended the quota and allotment features and also payments to pro- b 
ducers by special appropriation. f 
After analyzing the results of the Sugar Act for the sugar market i 


and its effect upon the growers of beet and cane in this country, the 4 
territories and foreign countries, Dalton arrives at the conclusion that o 
in spite of the debate about the dualism between government and I 
business, sugar offers an example of successful cooperation between e 
industry and government in controlling the market of a commodity. 
Both are obviously satisfied, and the consumer does not pay very 
much more. Such satisfaction, we feel, should arouse suspicion in the 
case of an industry which, after a hundred and fifty years of pam- 
pering and protection, can be kept alive only with ironclad bounties 
and poorly paid colored labor. It also remains a mystery why a group 
of producers and processors have been so successful in diverting public 
funds to their advantage. 

The monograph is not only a most welcome addition to sugar litera- 
ture, but has a place in the literature on commodity control, agree- 
ments, cartelization and planning. It is, however, disappointing in 
that it does not give a critical evaluation of the broader political and 
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economic aspects of this example of planning. For instance, the 
question of why we ought to keep alive a few cane plantations in 
Louisiana and sugar beet companies in the west is never discussed. 
Furthermore, no attempt is made to discuss alternative policies or 
to examine the serious economic shifts that have resulted in the United 
States and abroad from “successful” compulsory cartelization. 

KARL BRANDT 


Stanford University 


BRUNNER, EDMUND DE S. Rural Australia and New Zealand. 
[Studies of the Pacific, no. 2.] New York: American Council, Institute of 
Pacific Relations. 1938. 70 pp. $1.50. 

This booklet contains notes collected by a rural sociologist while 
traveling in Australia for seven weeks and in New Zealand for three 
weeks. The notes on rural life in Australia deal with the population 
problem on that continent and with attempts at closer settlement. 
The continent could support three times its present population, or 
20,000,000 people, but, as the author sees it, agricultural immigra- 
tion would make Australia’s income from agricultural exports more 
insecure, and industrial immigration would affect Britain’s exports 
adversely. Unfortunately, this interesting judgment on the supposed 
impasse is stated but not discussed. It is certainly arrived at on the 
basis of very narrow assumptions about the alternatives for Australia’s 
future economic development. The survey of the reasons for interest 
in closer settlement suggests that vague sentiments about sociological 
advantages prevail, while the summary of the efforts and achievements 
of thirty-five years of settlement legislation and administration ex- 
plains their failure—which is in line with the results of similar 
efforts in England. 

The notes on New Zealand are much more interesting, because 
they deal with the main features of the country’s socialistic adven- 
tures in agricultural policy, which are so well known through Bel- 
shaw’s monumental volume, Agricultural Organization in New Zea- 
land. Some of the results of the Guaranteed Price Act for agriculture 
and industry are mentioned. 

As an appetizer the booklet may be accepted, but although some 
useful basic statistics are included the reader finds his expectation of 
a real meal frustrated. It may be doubted whether the plan followed 
by the author is a good one. Leonard Elmhirst’s method on his trip 
to Russia seemed to be a better type of note-gathering while traveling 
in a foreign country. Instead of overcondensed statistical facts inter- 
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spersed with results of investigations and some opinions, Elmhirst | 
related what he saw and what he heard. Professor Brunner’s notes— 
interesting and stimulating as they are—could just as well have been ' 
collected for his own information before going on his trip. | 

KARL BRANDT | 
Stanford University | 
( 


ROSEN, J. Das Existenzminimum in Deutschland. Zurich: Oprecht. 
1939. 90 pp. 4.50 fr. 

This essay reports an investigation into the standard of living of 
unemployed in Berlin, conducted for one week in the summer of 1933. 
All industrial groups represented among the unemployed in Berlin 
were included in the households studied. About 70 percent of the 
incomes of the individuals and families investigated were derived 
from public sources, and a comparison with incomes of the same fami- 
lies in 1932 shows a progressive pauperization due to the reduction 
in income derived from work. Debts had increased, although a remark- 
ably large number of families managed to pull through without debts 
in spite of their very low incomes, 

Notable is the shift in food in these households from meat, sugar 
and butter to milk, bread, potatoes and margarine. The author shows 
how, with shrinking income, the relative expenditures for shelter and 
food increased, taking about 30 and 60 per cent, respectively. In pro- 
portion to personal income, the unemployed worker in 1933 spent 
about three times as much for rent as did the employed worker in 
1927-28, according to an investigation carried on for these years. This 
very interesting study indicates that in proportion to declining income, 
expenditure for rent increases at a higher rate than that for food. 

FRIEDA WUNDERLICH 


BRUBACHER, JOHN S. Modern Philosophies of Education. New 
York: McGraw-Hill. 1939. 370 pp. $3. 


Since there are many philosophies of education and since students 
of education have not much time to study them individually and 
particularly, Brubacher set himself the task of saving that time by 
organizing and arranging the contrasting philosophies that prevail 
in the educational scene of our time. Those which he reshapes and 
predigests are, broadly, the progressive, the “essentialist” in both its 
naturalistic and idealistic expressions, and the authoritarian in both 
its ecclesiastical (scholastic) and political (fascist) modes. Apparently 
Freud and his sectaries and Bertrand Russell have no place among 



































BOOK REVIEWS 521 


the moderns, for neither school of education figures in the record. 
As Brubacher’s bibliographies attest, the publications of the schools are 
multitudinous, and his book is offered as an expository precipitate of 
them all in a “form as unbiased as possible.” The author apologizes 
in advance for any indication of preference that may have insinuated 
itself unnoticed in his pages. He appears to aspire to that impartial 
detachment which, often held up as the ideal instructorial attitude, 
serves in the Divine Comedy to populate Limbo. He lays out his sum- 
maries and expositions as a cafeteria does its dishes, and he wants his 
readers to choose as freely as do the cafeteria’s customers. 

I get the impression that Brubacher does pretty well by this aim. 
True, his comparatively simple, quite pedestrian prose is sometimes 
lit up by a flashing phrase; but on the whole he holds himself firmly 
to his pace, and expounds the answers of educational philosophers to 
the persistent questions of philosophers regarding the world and man. 
The questions are: What is it? What is it good for? How do you 
know? Brubacher’s chapter headings indicate his line. They are: 












AMERICAN ECONOMIC REVIEW 
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CERTAIN PROBLEMS IN THE STUDY OF COsTs.......... C. Reinold Noyes 
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“Metaphysical Bases of Education,” “Epistemological Bases of Edu- 
cation,” “Educational Values,” “Philosophical Aspects of Educational 
Psychology.” These are followed by chapters in which “Education 
and” figures with “Political Theory,” “the Economic Order,” “the 
Civil State,” “Social Progress,” “Religion,” “Morals.” There are two 
chapters entitled “The Educative Process,” and a concluding sum- 
mary, “Systematic Philosophies of Education.” 

Brubacher follows an identical method in each chapter. He asks 
a number of questions and then proceeds to summarize the different 
responsa his various schools supply. That the method lends itself 
to a good deal of repetition and overlapping is not a pedagogical 
disadvantage. Although, perhaps, it detracts somewhat from the time- 
saving function for which the book is designed, it strengthens its 
expository value, and that seems to me considerable. As a wide, non- 
partisan perspective of alternative philosophies of education, especially 
in the United States, Brubacher’s book at this time has no rival. 

H. M. KALLEN 
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The American Sociological Review is published bi- 
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